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PUBLISHER’S NOTE 


SINCE ITS VERY BIRTH CAPITALIST SOCIETY HAS SUFFERED 

from periodical crises. Formerly the cycle of crisis used to 
appear every ten or seven years. Capitalist societv appeared to 
be suffering from ‘overproduction’. The last of such crisis of 
the most devastating type which embraced the whole world, 
except the Soviet Union, the only socialist state at that time, 
was in 1930. 


After the Second World War the cycle has undergone 
obvious changes. Not only have the periods changed; it has 
not manifested itself in the old way of 1930 — severe depres¬ 
sion all the world over, sharp price falls, etc. 

The question has arisen — why has the capitalist cycle 
changed? Why is it manifesting itself in new forms? How is 

affected by the tremendous growth of 
state monopoly capitalism, the growth of world socialism, the 
disintegration of the colonial system, the scientific and tech¬ 
nological revolution and the working class struggle? These 
questions are being hotly debated at present because their 
relevance to our times is more than academical. 


capitalist reproduction 


The problem of crises and cycles of modern capitalism has 
vital importance not merely to the economists and sociologists 
of the Left;, it has an even deeper significance for the progres¬ 
sive and working class movement in every countiy. With a 
view to make a thorough study of the problem the World 
Marxist Review (Prague) set up research groups and invited 
economists and sociologists from capitalist and socialist coun¬ 
tries to express their views through its columns. 

The present volume is strictly a compilation of the dis¬ 
cussion that followed. The contributions appear here in the 



same order in which they appeared in the journal. The con¬ 
cluding part is an abridged transcript of a discussion on the 
same theme at a Round Table held at the offices of the World 

Marxist Review and in which economists and sociologists from 
many countries participated. 



WHAT IS TAKING PLACE WITH 
THE WORLD CYCLE? 


Yves Bard 
Stanislav Menshikov 


THE PICTURE OF WORLD CAPITALIST REPRODUCTION SINCE 

Second World War is complicated in the extreme. This is 

manifested both in irregular cyclical development on a world 

scale and in an upset in the regularity of the phases of the cycle 

in the principal capitalist countries. Both on a world scale and 

on the scale of individual capitalist countries there have been 

periods which do not fit into any of the known phases of the 

cycle. What is the explanation for this change in the modem 
capitalist economy? 

It would be incorrect to assume that the law of the cyclic 

development of capitalism no longer operates or that its inflm 

ence has been reduced to a minimum. The essence of cyclic 

development is that crises of overproduction are inevitable and 

that they are bound to recur. Nothing in the postwar capitalist 

reproduction has occurred to alter this vital law of bourgeois 
society. & 


At the same time it would be wrong to approach this 
question dogmatically, to try to force the contemporary pattern 
of the cycle into the traditional four-phase scheme: crisis- 
depression—recovery—boom. Cycles have never existed in 

4 - j.1 __ . • 1 i . . 
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pure form, unrelated to the particular conditions in which 

capitalist reproduction takes place at a given time. No cycle 
is a simple repetition or a copy of another. Each is a new 

[ n h T r V 1 economi r c history of capitalism, a specific stage 
m the development of the capitalist contradictions. In our 
times when capitalism is in the process of being replaced by 
socialism, the laws of capitalism, including the law of crises 7 

cannot operate exactly as they did in the nineteenth or even 
in the early twentieth century. 
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CRISES AND THE CAPITALIST CYCLE 


Hitherto the changes in the cycle have been examined chiefly 
in relation to the two world wars and their direct consequences, 
and also in connection with the arms drive and militarisation 
of the economy, inflation and foreign currency deficit. It has 
been established that the foregoing factors lead to what is 
known as deformation or modification of cyclic development. 
However, this analysis by no means covers all the reasons for 
the changes in the cycle in the epoch of the general crisis of 
capitalism. At present the effect on reproduction of the direct 
consequences of the Second World War—the wartime destruc¬ 
tion and the economic rehabilitation of Western Europe, and 
the protracted foreign currency deficit in most capitalist coun¬ 
tries—is hardly felt any longer. On the other hand, the effect 
on the cycle of the paramount, constant factors tvpical for the 
general crisis of capitalism has increased enormoudy. Without 
taking these factors into account one cannot understand or 
explain the mechanism of the contemporary capitalist economic 
cycle and new forms of the operation of the law of crises. The 
constant factors are: the growth of the socialist world system, 
the steady disintegration of the colonial hinterland of im¬ 
perialism and the rapid emergence of the new national eco¬ 
nomies, the class struggle in the capitalist countries, the rapid 
growth of state-monopoly capitalism and the onset of a scientific 
and technological revolution. 

Since considerations of space prevent us from dwelling in 
detail on each of these factors, we shall confine ourselves to 
examining the way in which the capitalist cycle has been 
affected by the rise of the socialist world system, the dis¬ 
integration of the colonial system, the technological revolution, 
and to some of the practical aspects of the analysis of capitalist 
reproduction in the light of the new ways in which the law 
of crises is manifested. 

World Socialism and the Modern Cycle 

The rise and consolidation of the socialist world system is 
the general background against which history is developing. 
And as time goes on socialism acts more and more as the 
determining factor of human progress. 

The impact of the growth of socialism on capitalism is not 
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always ancl not everywhere manifested directly. As far as 
capitalist reproduction is concerned, it is expressed in the 
disintegration of the colonial system, in the changes in the 
general climate of international politics and in the scale of the 

economic and political struggle of the working people in the 
capitalist countries. 


The i elation of forces between the proletariat and the 

capitalist reproduction. The 

value and price of labour power and, consequently, the rate 
of surplus value and profit, the purchasing power of the 
working people, the demand for Department II output—all 
depend at any given moment on the intensity of the class 
battles and their outcome. Ever since the strike struagle 
acquired its massive proportions, it has become an important 
regulator of the ratio of capitalist reproduction. But the class 
struggle acquires a particular significance in our time, when 
the influence which socialism exerts on all aspects of life in 
the capitalist countries has grown enormouslv. The class 
struggle in the capitalist countries is stimulated, sometimes 
even unconsciously, by the influence of socialism. In these 
circumstances the bourgeoisie is obliged to reckon with the 
existence of the socialist world and its progress in raising 
.! Vln 8 stan dards. For the sake of preserving its class domination 
he bourgeoisie is frequently obliged to be more conciliatory 
to concede some of the workers’ demands and implement cer- 
tain reforms; This gives the proletariat considerable oppor¬ 
tunities for influencing the course of capitalist reproduction. 

parties 1 • est Euro P ean countries the communist 

capitalinvestments in the interests of the working people 
eJle T? th l S T lled <U "P r k ofltabIe ’ branches and 

DofiP^T hC eCOn 1 ° ni ’ c de pendence on the international mono¬ 
The workers’ struggle against the aggressive policy g f the 

the n cap talh^ec 11 ^ mihtarism an ^ the arms drive is affecting 
e capitalist economy more and more. On the whole thp 

355 StrU ® k b y the proletariat throughout the postwar 
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years has contributed to the growth of production and the 
expansion of the home market, and has been an important 
obstacle to the sharpening of the crises of overproduction. 

But it is equally clear that the course of the capitalist cycle 
is directly influenced by the socialist world system through 
the shrinking of the sphere of imperialist rule, the develop¬ 
ment of economic ties between the two systems, the economic 
competition between socialism and capitalism, and the foreign 
policy of the socialist countries. 

Let us examine each of these questions in detail. 

At one time the erroneous view was held that the narrowing 
of the sphere of imperialist domination would be accompanied 
by a decline in the volume of production in the developed 
capitalist countries. Experience has proved this concept to be 
unsound, its weakness being its underestimation of capitalism’s 
ability to adapt itself to the new conditions on the world 
market, to develop not only extensively but intensively. 

However, while the turn to socialism by a number of 
European and Asian countries could not abolish the laws of 
extended capitalist reproduction, it did influence the course of 
the cycle to a substantial degree, especially in Western Europe 
and Japan. 

Most West European countries up to the Second World War 
traded extensively with Eastern Europe. The prolonged dis¬ 
ruption of economic ties between East and West, for which 
the ruling circles in the capitalist countries were responsible, 
retarded the restoration of industry in these countries and 
adversely affected their foreign currency position. 

The Federal German Republic is to a certain extent an 
exception in this respect. The reasons for this should be sought 
primarily in the role assigned her in the aggressive plans of 
world reaction as an outpost of imperialism on the Western 
frontiers of the socialist world. Having set out to make Western 
Germany their principal ally and the main anti-socialist force 
in Europe, the US imperialists went out of their way to 
speed up the restoration and the growth of her industrial 
potential. Western Germany obtained additional markets in 
Western Europe, Asia, Africa and Latin America as compen¬ 
sation for the almost complete cessation of trade with the 
socialist countries of Europe and with Eastern Germany. Thus, 
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some of the difficulties which the Federal Republic would 
otherwise have experienced were shifted to its competitors, 
primarily Britain. This, incidentally, is one explanation for 
the so-called West German ‘economic miracle’ so loudly 
trumpeted bv Bonn. The same thing took place in the case 
of Japan, which figures in the plans of the US reactionaries 
as the bastion of imperialism in the Far East. 

In recent years the economic cycle has been influenced by 
the improved economic relations between the two systems. 
Orders from the socialist countries have had a stabilising effect 
on some branches of industry in a number of capitalist coun¬ 
tries. This applies not only to Finland and Austria but to 
the larger Western European countries as well. Where this 
trade is considerable, the crisis symptoms are less pronounced, 
although they have not wholly disappeared (as in Finland, 
for example). To draw on an example from the past, Soviet 
purchases of American and German equipment during the 
world crisis of 1929-1933, enabled large numbers of workers to 
retain their jobs. 

Nowadays, however, another aspect is acquiring a growing 
significance. By expanding their exports of manufactured 
goods, especially machinery, to the underdeveloped countries 
and industrial raw materials and fuel to the developed capitalist 
countries, the socialist states are undermining the monopoly of 
the big trusts and cartels on the world markets. This enables 
some weaker countries to strengthen their position economically 
by purchasing the commodities they need (e.g. oil and non- 
ferrous metals) from the socialist countries. As a result of 
the growing mutually advantageous trade between the socialist 
and the underdeveloped countries, many capitalist firms are 
losing important contracts. This is forcing the monopolies to 
ease in some cases the conditions of trade with newly indepen¬ 
dent states. The credits from the socialist countries have already 

had a noticeable effect on the forms of the export of capital 
and imperialist ‘aid’. 

The expansion of trade between the two systems will 
continue to influence prices on the world market and, con¬ 
sequently, the course of reproduction in the principal capitalist 
countries. The first to benefit from this will be those countries 
whose position on the world market is comparatively weak and 
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for whom trade with the socialist system is a means of 
cushioning the blows of an economic crisis. 

Lenin said that socialism will influence world development 
mainly through its economic policy. There can be little doubt 
that the existence alongside the capitalist countries of states 
which have no crises and no unemployment substantially 
changes the conditions in which capitalist economy functions 
today. In the case of Federal Germany, for example, the so- 
called ‘economic miracle’ is largely due to the policy pursued 
by the rulers in Bonn (and not only in Bonn), a policy which 
is largely conditioned by the proximity of the German Demo¬ 
cratic Republic and the strenuous efforts to demonstrate the 
‘superiority’ of the West German brand of capitalism. 

As the general crisis of capitalism moves on to a new stage* 
the ‘efforts of the economic competition of the two systems 
on the chief capitalist country, the United States, will be 
much greater. With the Soviet Union approaching its objective 
of overtaking the United States for overall industrial output, 
the US policy-makers are compelled to make an ‘agonised 
reappraisal’ of their economic prospects. 

For the first time in the history of American capitalism the 
rate of economic growth has become the prime concern of the 
government. The US rulers are sensitive even to a brief and 
minor crisis, because they know that a crisis brings nearer the 
defeat of the USA in the economic competition with the 
USSR. Estimates show that the first three postwar crises in 
the United States set economic development back by approxi¬ 
mately nine years. In two or three years even a ‘minor’ crisis, 
like one of 1957-58, could put the United States behind the 
Soviet Union for volume of industrial output. 

The experience of recent years shows that the economic 
competition of the two systems is influencing capitalist re¬ 
production chiefly through state-monopoly regulation. This 
is understandable. One cannot expect individual capitalists to 
step up production out of fear that the capitalist system might 
lose in the economic contest with socialism. In a situation 
governed by the vagaries of the market this can be done only 
by the combined efforts of the entire monopoly bourgeoisie. 
In this connection one might sav that new motives for intensi¬ 
fying state-monopoly capitalism have appeared under the direct 
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influence of the economic competition between the two systems 
in the form of conscious attempts to intervene in the course 
of the cycle, in order to effect a radical change in the rate of 
economic growth. 

True, the concentrated will of the monopolies can be exerted 
outside the sphere of state regulation. The organisations of the 
capitalists and even individual trusts and concerns when con¬ 
fronted with the workers' demands under the impact of the 
success of socialism, resort to measures of a paternalistic 
character which indirectly affect the development of 
reproduction. 

And lastly, t he foreign policy of the socialist camp is influ¬ 
encing the world cycle to an increasing degree. With the 
balance of forces on the world arena changing more and more 
in favour of socialism, formidable barriers will be raised to the 
growth of militarism. Thus the bourgeois concept of ‘prosperity 
through armaments’ has less and less chance of success. In our 
time the political and military cost of the armaments drive has 
assumed such proportions as to be fraught with danger to the 
very existence of the capitalist system. 

Actually militarism is plaving a much smaller role in 
capitalist reproduction than it did ten vears ago. This is due 
in large measure to the progress made by the peace forces 
all over the world, primarily the socialist camp, in the struggle 
to reduce tension and end the cold war. It goes without saying 
that any effective steps toward universal disarmament would 
substantially alter the course of the world capitalist cycle. 

Break-up of Colonial Empires and Reproduction 

The crisis of the colonial svstem after the Second World 

War developed into a chain reaction, in which disintegration 

and collapse were followed by the emergence of new national 

states. This could not but have an impact on capitalist 
reproduction. 

The liberation of the colonies and the rise of many new 
independent states has radically altered the contours of the 
world capitalist economy. The colonies had never been isolated 
or economically detached from the metropolitan countries. They 
always formed a special part of the latters’ home market. 
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The gaining of independence by the underdeveloped countries 
is hound to alter the nature of their relations with the metro¬ 
politan countries, even if the political regimes in the former 
colonies do not particularly exert themselves in this direction. 
Special privileges granted to the national bourgeoisie; the con¬ 
ditions for the import and export of commodities, for the 
import of capital and the transfer of profits abroad change. 
National currencies, an independent payments balance and a 
special currency policy make their appearance. Hence even 
before the former colonies begin to work actively for economic 
independence certain elementary obstacles are raised which 
prevent the fluctuations of the world cvcle of reproduction 
from directly affecting one or another underdeveloped country. 
The former colony, once a passive adjunct of the metropolitan 
country, an automatic ‘recorder’, as it were, of the movement 
of the world cycle, becomes an autonomous part of the world 
capitalist economv, fully prepared to ride the ‘violent storms 
of the world market’. 

1 he new national states now building an independent 
economy are utilising for this purpose various forms of state 
capitalism in the sphere of both production and foreign trade. 
From the standpoint of the world capitalist cycle this has two 
consequences: firstly, the demand for machinery and equip¬ 
ment on the part of these countries substantially increases, 
and secondly, a definite system of regulating foreign trade is 
established, which changes still further the interaction between 
the economy of these countries and capitalist world economy 
as a whole. 

Statistics show that the demand for machinery and equip¬ 
ment in the Asian, African and Latin American countries is 
one of the main factors in marketing the output of the 
machine-building industries in the developed capitalist coun¬ 
tries, especially Federal Germany, Japan and Britain. It is pre¬ 
cisely this demand which has contributed to the cyclic boom 
in the Federal Republic and Japan, and which has played an 
important role in maintaining a high level of business activity 

in Britain. 

The underdeveloped countries remain an important part of 
the capitalist world economv and as such are forced to partici¬ 
pate in its cyclical ups and downs. But the growth of state 
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capitalism in these countries introduces its own regulators, 
making it possible to some extent to modify the effect of the 
fluctuating world cycle. In these countries the internal causes 
which give rise to cyclical crises have not yet matured. 

State-owned industrv and the enterprises regarded as being 
most important from the standpoint of economic planning are 
carefully protected against outside competition. True, this 
system cannot afford full protection. It is indicative, for 
example, that the rate of growth of industrial production in 
India in 1957-58, in accordance with the situation in the capi¬ 
talist world economy, sharply declined. Moreover, world 
crises are inevitably reflected in the foreign trade of the under¬ 
developed countries, causing upsets in trade and in the balance 
of payments. The underdeveloped countries, consequently, 
continue to ‘reflect’ the cyclic waves which emanate from the 
United States and Western Europe, deepening crises and 
heightening booms. For instance, the 1,000 million dollar 
drop in exports from the underdeveloped countries to the indus¬ 
trial states in 1957-58 caused a reduction in the import of 
commodities to the former to the same amount. 

At the same time, the new political and economic role 
played by the underdeveloped countries has led to marked 
changes in the way in which the law of crises is manifested in 
the former colonies. The softening effect of state capitalism 
will increase as time goes on, helping to overcome trade crises 
in the underdeveloped countries, and this in turn will alter 
the course of the development of the world cycle still more. 

Revolution in Science and Technology Introduces 

Correctives 

The nature of the modern scientific and technological revo¬ 
lution is well known. Its principal elements are automation 
and complex mechanisation, electrification and chemical pro¬ 
cesses, and the growing use of atomic energy for peaceful 
purposes. It is expressed in the flow of new types of raw 
materials, especially synthetic and artificial materials, in the 
appearance of new items of consumption, and rapid moderni¬ 
sation of equipment, the creation of new branches of industry 
and in the rapid rise in labour productivity. 
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All this helps to explain the peculiar features of the post¬ 
war capitalist reproduction. Technological progress plays a 
big role in any cycle. The wholesale renewal of fixed capital,, 
without which no boom is possible, is based as a rule on 
technological advance. Crises pave the way to renewal. How¬ 
ever, it would be a mistake to assume the renewal of plant 
cannot begin without being preceded by a crisis. Some power¬ 
ful external stimulus, such as a suddenly expanded market, 
can set off a new cycle of investments, even if the preceding 
crisis was not violent enough to render the old plant obsolete 
or even if there has been no crisis at all. In the United States, 
for example, such stimuli were the Second World War, the 
so-called ‘backlog’ of demand in 1946-48, and the war in 
Korea. 

The accelerated rate of technological progress at present 
plays a similar role. In the conditions of the contemporary 
scientific and technological revolution excess surplus value, 
the process of accumulation of which was revealed by Marx, 
offers the monopolies such vast opportunities to increase their 
rate of profit that in some cases renewal of plant becomes 
possible every three or four years. This is one of the reasons 
why in the postwar years investments in the United States 
have remained at a comparatively high level even in crisis 
periods. The protracted boom in Western Europe is in no 
small measure due to the scientific and technological revolu¬ 
tion which began in this part of the capitalist world later 
than in the United States. 

We know that in periods of rapid technological progress the 
principal motive force of social reproduction is the swift 
growth of Department I, and within it, the increases in the 
output of the means of production destined for Department I. 
The rapid progress of technology and science revolutionises 
the structure of industry to such an extent that growth of 
production becomes temporarily and partially independent of 
the fluctuations of personal consumption. A peculiarity often 
observed in modern crises is that they begin in Department II 
and do not affect Department I until some months later, when 
the consumer goods surplus has largely been absorbed. 

Scientific and technical advance partlv explains whv despite 
the intensified exploitation of the workers, the contradiction 
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between the production potential and the purchasing power of 
society has not yet become acute on the scale of capitalist 
economy as a whole. The revolution in technology and the 
growing parasitism of capitalism have led to big changes in 
the structure of the labour force. There has been a consider¬ 
able increase in the proportion of workers employed in the 
service sphere, of office workers, officials and other categories 
whose earnings are only to a small extent associated with the 
economic situation. As a result of these processes the factors 
tending to transfer the crises of overproduction from Depart¬ 
ment II to I have been notably weakened. 

Moreover, the technological revolution and the intensified 
strike struggles have tended in the postwar period to expand 
the market for durables. The spread of automobile transport 
and television, and the real revolution in electrical household 
appliances continued in the United States up to 1955-1956. In 
Western Europe these processes began considerably later. In 
some countries (Prance, Federal Germany, Japan) they are still 
one of the basic factors of the general boom. 

However, the contradictions between production and con¬ 
sumption are bound to come to a head eventually. Technologi¬ 
cal progress under capitalism facilitates the growth of Depart¬ 
ment II only for a time. At a definite stage it becomes a 
retarding factor. The absolute decline in the number of 
workers engaged in material production—a fact in the United 
States and a definite prospect for Western Europe and Japan— 
inevitably checks the growth of consumer demand. As United 
States experience shows the production of durables is the first 
to be affected. The growth of heavy industry in its turn 
becomes pointless if the consumer branches are not corres¬ 
pondingly expanded. The faster production expands the sooner 
the market will be shitted. 

c 

The technological revolution has considerably enhanced the 
effectiveness of investments in fixed capital and has led to a 
sharp increase in the returns on new investments and in the 
demand for new plant. But there is an objective limit bevond 
which further investment inevitably causes hypertrophy of 
production capacities. Far from all firms in the United States, 
and even more so in Western Europe and Jaoan, can stand the 
strain of this costly piling up of unemployed fixed capital. In 
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the long run the incentive to new investments sharply declines 
and there appears the objective need to ‘get rid of the ballast' 
thiough a crisis of overproduction and a wave of bankruptcies. 

Asynchronism of the World Cycle 

We have attempted to show how capitalist reproduction 
since the war has been affected by the principal manifestations 
of the general crisis of capitalism, and also by scientific and 
technological progress. Let us now see how these factors as a 
whole influence the course of the world cycle. 

In the first place they introduce serious changes into the 
picture of wor d capitalist reproduction. Before the Second 
World War the crisis phases in the majority of the capitalist 
countries usually coincided. Since the war the upset in the 
world cycle, i.e., the tendency of its phases, and particularly 
of crises, not to coincide, has become chronic and protracted. 
In 1948-49 and in 1953-54 the crisis of general overproduction 
was confined to the United States. In 1951-52 some countries 
in Western Europe and Asia were partially affected by crisis. 
In the United States, however, no crisis symptoms were 
observed at this time. In 1957-58 there was general over¬ 
production in the United States, Britain and Canada, while in 
Federal Germany, France (one year later), Italy and Japan the 
crises were either of a partial nature, or else brief and slight. 

What is at the root of this upset in the cycle? The main 
reason lies in the effect on the cycle of the general crisis of 
capitalism. Hence it is clear that the upset is not a transient 
but a more or less stable phenomenon, peculiar to the present 
stage of the general crisis of capitalism. Does this mean that 
the era of world crises has passed? No, such a conclusion 
is not borne out by the facts. The upset in the world cycle 
does not, nor can it, eliminate the unity of the process of re¬ 
production on the scale of the capitalist system as a whole. 
Every national economy that is part of the world capitalist 
division of labour is tied by a thousand threads to the other 
national economies. What happens in one link of this chain 
is bound to affect the other links. Hence it would be incorrect 
in appraising the current development and prospects of capi¬ 
talist economy to proceed solely from the specific conditions in 
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one country or group of countries, and to emphasise merely lhe 
differences in these conditions. 

Let us briefly note a few of the landmarks in world capitalist 
reproduction during the postwar years. In 1948-49 the 
United States experienced the first postwar crisis of general 
overproduction. Although no such crisis occurred in the 
other capitalist countries (only a brief recession was observed 
in France, in Western Germany and Britain) the crisis in the 
United States cannot be regarded as isolated from the general 
condition of world capitalist reproduction. Restoration of the 
prewar level of industrial production in a number of West 
European countries was one of the main reasons for the sharp 
decline in American exports in 1948-49 and for the consequent 
crisis. At the same time a general fall in prices occurred on 
the world market, there was a recurrence of the protracted 
crisis of overproduction in agriculture, and a devaluation of 
currency in most capitalist countries. 

Thus, the crisis of 1948-49 in the United States was a 
reflection and an important component of the general eruption 
of contradictions associated with world capitalist reproduction. 
One period—for the most part the period associated with the 
Second World War—had ended and a new world cycle had 
begun. 

In 1957-58 a crisis of general overproduction was observed 
in the United States, Canada, Britain and several other coun¬ 
tries. The physical volume of international trade diminished. 
In France and the Federal Republic a brief partial overproduc¬ 
tion was observed, springing mainly from internal causes. 
However, the relative weakness of the crisis in Western Europe 
cannot be understood without taking into account the peculiar 
conditions of the world market. The fall in world prices for 
raw materials (under the influence of the crisis in the United 
States) greatly eased the position of West European manu¬ 
facturers. Add to this the fact that the dollar crisis—the main 
currency in the capitalist world—began in 1958, plus the series 
of prolonged crises of separate branches which began at the 
same time on the scale of the entire capitalist world, and it 
will be seen that what is in question is not isolated crises in 
separate countries but a world crisis maturing in very specific 
conditions in a large group of highly-developed capitalist states. 
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Again as in 1948-49, one period of world capitalist reproduc¬ 
tion ended and another stage began. This leads to the con¬ 
clusion that the world crises remain, although the mechanics 
of the crisis are substantially changed. 

An examination of the postwar capitalist reproduction as 
a single process with its sharply defined periods is of consider¬ 
able theoretical importance to the world communist and 
working-class movement. Bourgeois and reformist propaganda 
is doing its utmost to depict the present economic development 
of capitalism as a period of uninterrupted growth unmarked 
by crises. A scientific analysis of the postwar capitalist re¬ 
production reveals the groundlessness of this concept. The 
cyclical nature of reproduction remains. I11 the conditions of 
the second and third stages of the general crisis of capitalism, 
cyclical crises are closely intertwined with other economic 
factors, evoking periodic eruptions of the contradictions of 
world capitalist reproduction. This is one of the reasons why 
the Communists in their dailv activity proceed not only from 
the concrete conditions in their own country but from the 
law governing the development of the capitalist system as a 
whole. 


MONOPOLIES, STATE, 
AND CRISES 


Yuri Ostrovityanov 
Otto Reinhold 


IN RECENT YEARS PROBLEMS PERTAINING TO THE MONOPOLIES, 

the state and crises have been the subject of lively discussion 
by Marxists all over the world. This interest in the dynamics 
of state-monopoly capitalism and crises is by no means fortui¬ 
tous. For it is precisely in these areas of capitalist economic 
life that a particularly large number of new phenomena and 
facts have emerged requiring profound Marxist studv. More¬ 
over, few economic problems of contemporary capitalism have 
a closer bearing on the theory and practice of the Communists. 
Indeed, whether w'e go into the economic competition of the 
two systems, the rates of development of capitalist economy, 
the conditions of the working class, unemployment, the factors 
favouring or retarding the strike struggles or disarmament, we 
find ourselves dealing in greater or lesser degree with the pers¬ 
pectives of state-monopoly capitalism and the capitalist cycle. 

Scientific analysis of state-monopoly capitalism and the cvcle 
is for the revolutionary working class a barometer which fore¬ 
casts the shocks awaiting the capitalist economy in the fore¬ 
seeable future and indicates the epicentre of the coming 
economic cataclysms and class battles. It is an indispensable 
condition for success in the fight waged by the working-class 
movement against the apologists of capitalist society, reform¬ 
ism and revisionism who essay to ‘refute’ Marxism by specu¬ 
lating on the new complex economic processes, in particular 
the growing role of state-monopoly regulation and the defor¬ 
mation of the cycle. Marxist researchers should, therefore, 
display initiative in examining the new phenomena of capital¬ 
ism in order to wage a ceaseless offensive against the ideological 
high priests of contemporary bourgeois economics. 
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Anomalies of the Contemporary Cycle 

One need not go deeply into the economics of capitalism 
to see that the way in which the laws of cyclical development 
are manifested has undergone a radical change. A feature 
of postwar capitalism is the continued deformation and ir¬ 
regularity of the world cycle, the phases of which do not 
coincide in the different areas of the capitalist world, primarily 
in the USA and Western Europe. This was strikingly 
revealed once again by the developments of 1960-61. In 
September i960, the numerous anti-crisis barriers notwith¬ 
standing, a new slump hit the US economy: Soon the ague 
extended to the United States’ northern neighbour—Canada. 
Approximately at the same time a tendency to mark time 
made itself felt in Britain, giving grounds for the Financial 
Times to say that ‘the British economy has suddenly run into 
a succession of squalls. Some of these derive from the 
worsening climate of international trade, some are purely 
internal.’ At the same time there was a boom in most of 
continental Western Europe and in Japan. 

A particularly complicated and contradictory picture is pre¬ 
sented by Western Europe. As a whole, this area of the capi¬ 
talist world economy has not experienced a single clearly 
defined cyclical crisis of overproduction since the war. 

In the United States, on the contrary, relatively brief crises 
of overproduction have become increasingly frequent and the 
alternation of the various phases of the cycle highly erratic. 
Notable here is the disappearance of the depression phase, a 
shorter period of recovery, the absence of the boom phase in 
some cycles, incompleteness of the cyclical eruptions, and the 
absence of credit and money crises in their traditional form. 

Substantial changes have taken place in the dynamics of the 
onset and termination of the crises. Formerly they came like 
a bolt from the blue, at what seemed to be the crest of the 
prosperity wave. Now prolonged periods of stagnation inter¬ 
vene between booms and crises. The crises also end differently, 
often with prices rising, substantial surplus capital still avail¬ 
able and certain elements of overproduction in evidence. These 
new features substantially change the traditional quadruple 
pattern of cyclical development. 
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Exception Becomes the Rule 

"What has given rise to these 'anomalies’ which have broken 
down the old concept of the ‘normal’ cycle? The causes are 
many. Taken together, they add up to the sum of the 
features of the present stage in the general crisis of capitalism. 
The cardinal factors are the growth of state-monopoly capital¬ 
ism, the impact of world socialism and the class struggle of 
the working people, the disintegration of the colonial system, 
the scientific and technological revolution under way, and the 
consequences of the Second World War. Each of these reasons 
(with the exception perhaps of the last, which relates more to 
the past than to the present) is of exceedingly great signi¬ 
ficance and merits close attention on the part of researchers. 
In this article we shall dwell on one of the main reasons for 
the deformation of the cycle—the influence of state-monopoly 
processes. 

State-monopoly capitalism is, increasingly, engulfing the 
nerve centres of capitalist reproduction—property relations, 
the market, investment and credit. In many capitalist coun¬ 
tries, owing to the interplay of various political and economic 
factors, state ownership of the means of production has become 
widespread. In Britain and France the state sector embraces 
about 20 per cent of all industry, and in Austria it produces 
about one-third of the total industrial output. In Italy, 
according to rough estimates, state and mixed enterprises 
embrace 25-30 per cent of the economy, while in West Ger¬ 
man industrial production their share runs to 25.7 per cent 
in coal mining, 18.5 per cent in coke, 50.6 per cent in iron 
ore, 72 per cent in aluminium, 42 per cent in automobile 
manufacture and 30 per cent in ship-building. 

While state ownership is a feature mainly in Western 
Europe, such forms of state-monopoly capitalism as government 
buying and control of the economy are typical of all capitalist 
countries. What is called the organised’ market absorbs 
more than one-sixth of the national product in most of the 
leading capitalist countries. The capitalist state has entered 
the market as a collective monopolist effecting commercial 
transactions in a big way. In the United States, where 20 per 
cent of the gross product is realised on the average through the 

CC 2 
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state market, government buying of commodities and services 
in the nine years from 1949 to 1957 ran t0 $629,900 million.* 


In Britain current state expenditure for analogous purposes 
equals roughly 19 per cent of the gross national income. In 
Italy payments to the private sector for government contracts 
and direct purchases amount to nearly one-third of the budge¬ 
tary expenditure. 


The merger of the aggregate power of the monopolies and 
the state has created the basis for regulating some key econo¬ 
mic processes. The capitalist state, for instance, props up 
prices of goods produced by monopoly enterprises, it is a major 
investor, controls credit and currency policy, and it elaborates 
farreaching agricultural programmes. 


In a number of imperialist countries regulation of the eco¬ 
nomy is effected through its militarisation. Indeed militarisation 
is the most flexible instrument used hy monopoly capital in 
harnessing the state to serve its interests. In the United States, 
for example, the Government influences the processes of 
extended reproduction mainly through military expenditure. It 
is not by chance that the US military budget, which in 1939 
was only slightly over $1,000 million, has soared to nearly 
$46,000 million in the current fiscal year. 


While exerting a strong influence on cyclical development, 
the rapid growth of state-monopoly capitalism is determined 
by the requirements and contradictions of contemporary capi¬ 
talist reproduction. Concentration of production has led to the 
formation in the main imperialist countries of enormous eco¬ 
nomic units subordinated to monopoly capital. However, in 
the conditions of the scientific and technological revolution 
now under way, of rapid growth of the organic composition 
of capital, and decline in the average rate of profit, extended 
reproduction within the framework of these units is impossible 
without regular redistribution in favour of the monopolies of 
the value and surplus value created in the non-monopoly 

sectors of production. 

In these circumstances the join-stock company form of 
building up capital becomes inadequate and loses its former 


1. Bv way of comparison it should be noted that state purchases between 
1929 and 1938 inclusive amounted to only §98,100 million. 
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significance. In Germany emission of securities accounted for 
84.4 per cent of the total investments in the twenties; now 
in the Federal Republic the percentage has dropped to 17.2. 
In postwar France the share of investments financed in the 
traditional way—through the money market—has ranged from 
5-6 per cent to 10 per cent of the total. Thus it has become an 
economic necessity directly to subordinate the capitalist state 
to monopoly capital. The trusts and concerns take into their 
hands the state machine with its tax and budgetary systems 
and use them to harness the total social capital to the needs 
of extended reproduction in the monopolised sectors. 

In 1956 the share of the central and local government bodies 

in the net accumulation of the economy of Federal Germany 

amounted to 44 per cent (15,560 million marks), that of the 

enterprises to 36 per cent (12,910 million marks), and of 

private individuals only to 20 per cent (6,95° million marks). 

In Britain the share of the state in the gross fixed capital 

investments has ranged in postwar years from 45 to more 

than 50 per cent. In Japan state investments accounted for 

more than 29 per cent of total capital accumulation in the five 
years from 1951 to 1955. 


Thus an analysis of the development of state-monopoly 
capitalism in the leading imperialist countries shows that we 
are dealing here with the fundamental processes of extended 
capitalist reproduction. It is largely due to these processes that 
the cycle has been deformed and profound changes have taken 
place in the way in which the laws governing crises are 
manifested. Uneven development and the differing forms of 
state-monopoly capitalism in the USA and Western Europe 
together with such factors as the impact of socialism, the 
disintegration of the colonial system and the aftermath of 
the Second World War, have accentuated the protracted upset 
in the world cycle. Crises take place without such symptoms 
as falling prices and the collapse of credits, because the credit 
and finance sphere, too, has been drawn into the millstream 
ot state-monopoly processes. State marketing and buying, mili¬ 
tarisation of the economy and the substantial growth of the 
share °t state investments have disrupted the regularity of 
the phases of the cycle and dislocated the traditional mechanism 
ot crises. Deformation of the cycle is now the rule, not the 
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exception, the normal manifestation of the laws of capitalist 
reproduction, not an anomaly. 

Reality is the Judge 

* 

The policies of capitalist governments designed to combat 
crises derive from the growth of state-monopoly capitalism. 
Crises and state-monopoly processes are in constant inter-action. 
Acute attacks of the crisis sickness accelerate the development 
of the state-monopoly factors with which the imperialist 
bourgeoisie counters the crisis. In turn, state-monopoly capi¬ 
talism lays its indelible imprint on the cycle itself. 

The principal instrument of anti-crisis policy, the develop¬ 
ment of which can best of all be traced in the United States—• 
is militarisation of the economy, the increased military expen¬ 
diture during a crisis. Other instruments are price supports, 
deficit financing, discounting of securities, reducing bank 
reserves, manipulating bank rate (raised during a boom, reduced 
during a crisis), credit controls, especially in stock market 
transactions (now at least a 70 per cent deposit is stipulated), 
guarantee of bank deposits up to $10,000, regulated export of 
capital, taxation of profits, reduction of mortgage payments, 

etc. 

Bourgeois ideologists, right-wing reformists and revisionist 
theoreticians have burst out into paeans of praise for the 
anti-crisis policies of the monopolies. Concocting a muddle of 
facts and invention, they eulogise state-monopoly capitalism 
as the ‘model of a crisis-free society’ and declare Marxist- 
Leninist theory of reproduction obsolete. 

The last word in this ideological struggle, however, lies with 
the facts of life. What are the facts as regards the effect of 
the state-monopoly forms of economic policy on cyclical deve¬ 
lopment? Does this policy remove the cyclic contradictions of 

capitalism? 

There is no doubt that the employment of state-monopoly 
factors to combat crises limits the action of the cyclic laws to 
some extent. State property and state investments are less 
susceptible to the ups and downs than the private sector and, 
for this reason, are less likely to be shaken by a crisis. A state 
market makes it possible to ensure key industries a stable 
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demand for several years ahead, and this substantially changes 
the conditions in which a sizeable part of the commodities 
produced is realised. 

But while it tends temporarily to restrict the action of some 
of the cyclical laws, the anti-crisis policy of the monopolies 
aggravates the contradictions underlying the crisis of over¬ 
production. Above all, state-monopoly regulation in its present 
form inevitably intensifies the primary cause of the crisis —the 
basic contradiction of capitalism, the contradiction between 
the social character of production and the private form of 
appropriation. State-monopoly capitalism accelerates the capi¬ 
talist socialisation of the productive forces, imparts to pro¬ 
duction an increasingly social character. At the same time it 
subordinates economic development as a whole to private 
interests, which it protects with all the power of the capitalist 
state. As Walter Lippmann, the US columnist, said in an 
article defending state-monopoly capitalism against charges of 
'socialism’, ‘we are talking about how to pay private contractors 
to build missiles and aircraft carriers, schools, hospitals and 
parks—not about how the government can build them. The 
programme we have in mind calls for government purchases 
from private firms and the hiring of civil servants in a free 
labour market.’ To this one can only add that even when the 
capitalist state owns the industries and builds the factories, it, 
nevertheless, subordinates their operation to the interests of 
the private firms. In the highly developed capitalist countries, 
the fruits of social production are being concentrated in the 
hands of fewer and fewer people. For example, in the USA 
i per cent of the population has seized two-thirds of the 
national wealth, and in Britain, one-half. 

Nor is state-monopoly capitalism capable of solving the 
contradiction between rising production and the relatively 
declining effective demand, which also leads to crises. The 
trusts and concerns use the machinery of state-monopoly 
regulation to pump into their coffers a considerable part of the 
wages of the industrial and office workers, the income of the 
middle strata and the profits of the non-monopoly bourgeoisie. 
Plunder of broad sections of the people through taxation is a 
feature of state-monopoly capitalism. The portion of the 
national income which goes for taxes amounts to about 30 
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per cent in the United States, 35 per cent in Western Germany, 
32 per cent in France, 29 per cent in Britain, 27 per cent in 
Italy, and 24 per cent in Canada. This reduces the share of 
the national product allocated for personal consumption. 
Between 1939 and 1959 this share dropped in the USA by 
9 per cent, and in France it declined between 1938 and 1956 
from 75 to 67 per cent. 

In the conditions of rapidly growing state-monopoly capi¬ 
talism the contradiction between production and consumption 
assumes more complex forms than before, since the state spends 
a substantial part of the funds extracted from the working 
people in financing the purchase of means of production. Con¬ 
sequently, the effect on the cycle of the diminished purchasing 
power of the masses is retarded, especially in boom periods, 
when the demand for means of production is at peak. But the 
complexity of a contradiction by no means signifies that it has 
become less acute. 

The cumulative exacerbation of the contradictions of capi¬ 
talist reproduction was clearly revealed in the four postwar 
crises in the USA and in the slumps experienced in Canada. 
In Western Europe, however, cyclical development has taken a 
more contradictory and tortuous course. A number of transient 
factors helping to sustain a high level of business activity 
asserted themselves in this area after the war. But here, too, 
state-monopoly capitalism has been unable to avoid convulsions 
testifying to the aggravation of the contradictions of capitalist 
reproduction. Ever since 1950 the West-European economy has 
repeatedly suffered from partial and structural crises affecting 
the engineering, shipbuilding, steel, coal and textile industries. 
In 1957, 1958 and at the beginning of 1959 most of the coun¬ 
tries in this area experienced grave economic difficulties accom¬ 
panied by marked symptoms of overproduction. Their aggregate 
industrial production increased in 1958 by only 1 per cent 
as compared with the previous year, while output declined in 
Britain, Belgium, Norway and Luxembourg. In Denmark, the 
Netherlands and Sweden production remained at the 1957 
level. Practically no increase was registered in investments in 
Britain, France, and Federal Germany. This shows that instead 
of the Marxist-Leninist appraisal of capitalist reproduction 
proving obsolete, it is the tedious attempts of the bourgeois 
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ideologists to ‘refute’ the economic theory of the revolutionary 
working class that are found wanting. 

‘The Crises Multiply. . ' 

What, then, are the tangible results of state-monopoly anti- 
crises refutation ? US experience shows that four principal 
results may be obtained in this way: (1) a retarding of growth 
of production during booms; (2) a slowing down of the advent 
of crises; (3) attenuation of the initial eruption and, in some 
cases (4) premature emergence from crises. But precisely by 
doing this, state-monopoly capitalism creates serious obstacles to 
the fulfilment bv crises of their objective economic role. 

The historical mission of the crisis is temporarily to solve 
the contradictions of capitalist reproduction through the forcible 
destruction of the excess product. It restores for brief periods 
the otherwise constantly disturbed equilibrium between demand 
and supply, production and consumption. As a lesult, the 
conditions are created for a boom, in the course of which 
the factors leading to another crisis mature. Moreover, the 
more acute the crisis at the onset—the more the output, the 
prices and the profits fall and the more thoroughly the excess 
product is destroyed—the quicker the recovery and the more 
intense and prolonged the cyclical upswing. In our times this 
elemental mechanism has been seriously dislocated. State- 
monopoly capitalism slows down the onset of economic crises, 
causes prices and profits to rise during crises, and retards the 
absorption of commodity stocks. Interfering with the natural 
play of the cyclical forces, it prevents the crisis from developing 
to the end and from ridding the economy of all elements of 
overproduction. This, perhaps, is the most important change 
that has taken place in the cvclic chain reaction. 

During the 1948-49 crisis the interaction of the cyclic and 
state-monopoly factors made itself felt. To combat the crisis, 
the USA appropriated $11,100 million for so-called foreign 
aid, expenditure on armaments was increased, the bank rate 
lowered and credit made easier. As a result the crisis took a 
very specific course. While most branches experienced a cyclical 
decline, certain sectors, stimulated by the state, showed an 
upward trend. On the whole production dropped 10.5 per 
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cent, and industrial building and manufacture of new equip¬ 
ment by $3,400 million, or 10.6 per cent. But consumer goods 
and war production increased in 1949 by $7,300 million, or 
3.9 per cent. 

The course of the crisis was further complicated by the fact 
that the backlog demand had stimulated production in some 
branches. More automobiles and consumer goods were pro¬ 
duced. Non-industrial building increased in the course of the 
year by $3,400 million, or roughly 2 per cent. The result 
was a highly complicated and uneven picture. Thanks to the 
counter-measures, the crisis was of shorter duration, but it 
left an aftermath of unsolved problems. US capitalism em¬ 
barked on the next phase encumbered by overproduction. 
Another crisis (even a small one) became an economic necessity. 
And it came in 1953-54. The hardest hit this time were those 
branches of heavy industry which suffered the least in 1948-49. 

The 1953-54 crisis is usually regarded as an in-between, mid¬ 
cycle crisis. Is this correct? Undoubtedly it is, because one of 
the main causes of this crisis was the decline in the operation 
of war-inflationary factors. However, cyclical contradictions 
played no small part in it and especially those left unsolved 
by the crisis of 1948-49. The significant thing is that during 
this in-between crisis production fell almost as much (10.2 per 
cent) as it did during the cyclic crisis of 1948-49. 

During the convulsion of 1953-54 the state-monopoly stabi¬ 
lisers were employed to the full—expenditure on armaments 
was increased, bank rates were revised, and taxes—mainly 
corporation taxes and taxes on luxuries consumed by the 
bourgeoisie—were reduced several times. As in 1948-49, the 
cyclical factors were checked by numerous state-monopoly 
fetters. And since the principal function of the crisis was to 
overcome the aftermath of the previous cycle, it cleared the 
way for another upswing. 

The 1957-58 crisis was, in considerably greater degree than 
the previous crises, ‘purely’ cyclical. Setting in after a clearly 
defined boom it was the longest and most serious since the war. 

It lasted from December 1956 until April 1958, with produc¬ 
tion falling by as much as 13.7 per cent. But this crisis, too, 
did not fit in with the traditional pattern. The decline in private 
investments was to a certain extent compensated by greater 
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government investments, especiallv in building and the war 
industry. The general falling off of production coincided with 
a rise in retail and wholesale prices and with expansion in a 
number of branches—building, electric power, electronics, gas 
and, partly, chemicals. The volume of building by the govern¬ 
ment increased in 1958 by more than $2,000 million compared 
with 1956. In the course of the crisis the wholesale price index 
rose by 4.3 per cent. These unique features were due to a 
number of causes, primarily the government orders and the 
structural changes in industry. 

The end of the crisis was hastened by the heavier govern¬ 
ment buying of armaments, goods and services. The expanded 
house building and the increase in the income of the big 
farmers, which also helped to extricate the economy from the 
quagmire, were largely stimulated by state-monopoly regu¬ 
lation. Once again the state-monopoly priming prevented the 
crisis from establishing a momentary balance in the national 
economy. 

This laid its stamp on the next phase. The revival that 
followed was brief and sluggish. ‘Our recovery from the 1958 
recession,’ President Kennedy said, ‘was anaemic and incom¬ 
plete. Our gross national product never regained in full 
potential. . . .’ 

Another convulsion followed soon after. Production fell by 
more than 7 per cent, by January 1961 steel production was 
running at a rate of 68 million metric tons annually, while 
private housing construction had declined by 32 per cent. 
New investment—this most sensitive of all business barometers 
—had declined by 21 per cent compared with 1957. 

Marxists in different countries have assessed the crisis of 
1960-61 in various ways. Some hold that it was a continuation 
of the 1957-58. As we see it, this view is only partly correct. 

y the new outbreak got on with the ‘job’ which 
the previous one had left unfinished. Its function was not 
only to solve forcibly the new cyclical contradictions but also 
to get rid of at least part of the old surplus capital left urn 
destroyed by the previous cyclic crisis. Highlv indicative is that 
the decline hit many of those branches which had not been 
affected by overproduction in 1957-58, such as housing, for 
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instance. The non-completion of the 1957-58 crisis predeter¬ 
mined both the brevity of the subsequent boom and the speed 
with which the new crisis matured. 

Yet it would be incorrect to describe the crises of 1957-58 
and of 1960-61 as a single process interrupted merely bv an 
episodic rise in production. This would be wishful thinking, 
regarding each new crisis simply as a modification of the 
1929-35 paroxysm. It is not by chance that the economists 
who adhere to this view at one time ignored the effect of the 
state-monopoly factors and predicted that the 1957-58 crisis 
would be a variant of the hungry thirties. Their picture of the 
two latest crises can hardly he qualified as anything but an 
attempt to justify predictions that failed to come true, to 
examine new phenomena in the light of the old. 

The handing down of uncompleted tasks from one crisis to 
another has had a highly negative effect on extended capitalist 
reproduction as a whole. The unused capacities, a burden on 
industry, hamper its development. According to US leaders, 
in recent years the highest rate of economic growth in the 
United States, for instance, is about 2.5 per cent annually. 

Some progressive economists have defined these new svmp- 
toms in the decav of American imperialism as stagnation. To 
11s this term in questionable. The theory of stagnation implies 
a permanent torpidity, an assumption directly connected with 
the erroneous view that inevitably capitalism will collapse 
automatically. What we see is not cessation of industrial 
growth, but a sharp aggravation of the contradictions of 

production, a growing political and 
capitalist development. This instability 
ar, in the constant and feverish fluctua¬ 
tions'of economic activity, a disordered succession of brief boom 
and slump, rapid intensification of the uneven and spasmodic 
nature of production, frequent political and economic crises. 
‘Each dav the crises multiply. Each day their solution grows 
more difficult. . . . The tide of events has been running out and 
time has not been our friend.’ These are not the words of a 
Marxist nor even of a liberal critic of capitalism. They were 
spoken by none other than President Kennedy, who, it can 
be safely assumed, is not particularly interested in revealing 

the ulcers of American capitalism. 


extended capitalist re 
economic instability of 
is expressed, in particul 
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‘Partnership’ of Wealth and Insecurity 


None 

failed 


A feature of the postwar crises is that they have hardly 
affected the economic position of the big monopolies; formerly 
bank failures and bankruptcy of big industrial firms were 
common. This does not mean that the bankruptcies have ceased 
to be a concomitant of the crises. In the first half of i960, 
110,034 bankruptcies were registered in the United States, or 
twice as many as in 1932. On the whole, the bankruptcy 
figure for 1960 was the highest in the last twenty-seven years. 
But the firms that went down were mostly small firms, 
of the big monopolies and none of the big banks has 
in the United States since the war. 

State-monopoly capitalism protects the imperialist bour¬ 
geoisie also against such crisis effects as sharp shrinkage of 
profits and depreciation of stock. Nowadays you rarely find 
monopolists frantically searching for credits in order to meet 
payments falling due. The corporation bosses have at their 
service the entire economic might of the state which they 
have subordinated to themselves—government subsidies, credits 
and orders. Although both profits and shares declined repeated¬ 
ly in the course of the four postwar crises in the USA, the 
decline never seriously affected the monopolies, nor did it 
cause panic on the stock exchange as invariably happened 
during the crises of previous years. As a matter of fact, at the 
height of the last crisis, in January 1961, the stock of the 
500 biggest corporations was quoted, on the average, at an 
all-time high. Nor did the crisis seriously affect profits. True, 
official reports indicate that corporation profits in i960 were 
3 per cent below the level of the previous year. However, the 
various forms of concealed profits amassed by the trusts with 
the help of the government more than covered this slight loss. 

Safeguaiding monopoly profit in periods of crises is the 
Number 1 task of state-monopoly regulation. During the 1953-4 
crisis the Eisenhower administration abolished taxes on excess 
profits, and one of the first moves of the Kennedy administra¬ 
tion was to propose reduction of the corporation taxes with 
a view to ‘encouraging investment’. 

An effective instrument for maintaining profit levels during 
crises is the government-encouraged policy of monopoly prices^ 
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Thanks to these, the corporations do well even when the 
decline in production is greatest. For example, the steel com¬ 
panies raised the price of steel by 81 per cent between 1947-9 
and i960. At the same time the average price index for all 
other goods rose by only 20 per cent. This enabled the steel 
magnates to continue netting profits even when half of their 
production capacities were idle. The depressed condition of the 
West German coal-mining industry in 1958 did not prevent 
the monopolies from raising coal prices. Crises may hit capitalist 
economy and capitalist society as a whole, but thev have little 
effect on the master of this society—monopoly capital. 

But the less monopoly capital is affected, the harder hit are 
the broad sections of the population in the capitalist countries. 
The specific forms of the cycles tend to conceal and cushion 
the blows by spreading them out in time. The impression at 
first glance is that the destructive action of the cyclical laws 
has diminished, whereas the very opposite takes place. If 
formerly a disaster such as mass unemployment suddenly 
descended on the working people, nowadays the foundations 
of 'prosperity' are eroded slowly but surely by an unbroken 
succession of small and medium waves. In the United States, 
even during booms, the loss caused to the working people bv 
unemployment has been running at $5,000 million to $8,000 
million annually. During the 1953-4 and the 1957-8 crises the 
respective loss amounted to $12,040 million and $19,678 
million, or 6.4 and 8.7 per cent of the annual wage fund. 
Never in the history of American imperialism, perhaps with 
the exception of the 1929-33 crisis, have the working people 
suffered so much from unemployment. The apologists of 
imperialism claim that the loss is compensated by the social 
security benefits. But the statistics demolish this claim: the 
total unemployment benefit paid out in 1958 amounted to 
only $3,575 million. 

The steady impoverishment of the masses, more or less con¬ 
cealed at other times, stands out in bold relief during the crises. 
During the crisis phase real wages decline both relatively and 
absolutely. It has been estimated that the average weekly real 
wage of the American industrial worker with a family of 
three to support fell from $83.08 in December 1959 t° $79-66 
in December i960. The crises and the state-monopoly pro- 
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cesses also intensify the other forms of exploitation and plunder 
of the working people—inflation, speed-up, taxation, and 
capitalist rationalisation. The ‘social partnership’ of the 
capitalists and the workers, which bourgeois ideologists make 
so much of, amounts in practice to one of the partners receiv¬ 
ing all the benefits of the anti-crisis regulations, while the 
other bears the burden of it. 

To Fight, Not to Wait 

The specific features of the postwar cycle make it impera¬ 
tive to intensify the struggle of the working people against 
the consequences of the crises and to elaborate working-class 
anti-crisis programmes and fight for their realisation. It is 
not, of course, a question of overcoming the law of crises, for 
this can he done only under socialism, but of mitigating those 
aspects which lay the heaviest burden on the people. 

Anti-crisis regulation by the monopolies restricts, in the 
interests of the industrial and finance oligarchy and at the 
expense of the people, the free play of the laws of the capi¬ 
talist cycle. 

As pointed out above, such regulation, aimed as it is at ever 
greater concentration of capital and at perpetuation of private 
appropriation, aggravates in the final analysis the basic contra¬ 
diction of capitalism and makes for recurring cyclical cata¬ 
clysms. On the other hand, potentially, the struggle of the 
working-class to increase consumption and to establish public 
control over production and distribution can weaken to some 
extent the destructive force of the cyclic contradictions. 

It might be asked: Does not this imply indirect support of 
capitalism? Does it not re-echo in some ways the reformist 
plans for patching-up capitalism? The right reformist pana¬ 
ceas for the ills of capitalism, regardless of the terminology in 
which they are cast, do not go beyond the state-monopoly 
measures proposed by the bourgeoisie. They do not seek to 
undermine the positions of the monopolies and, consequently 
offer no real relief to the working people. The efforts of the 
right reformists fully coincide with the efforts of the bourgeois 
parties to plug the worst holes in the capitalist system in 
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order to divert the attention of the people from its ills and 
thereby weaken their resistance to monopoly rule. 

The anti-crises programmes of the revolutionary working 

class differ fundamentally from the right reformist plans for 
patching up capitalist society. They are spearheaded against 
monopoly capital, and constitute an important component of 
the general programme of the anti-monopoly movement of 
the masses. Their purpose is to achieve a redistribution of 
part of the national income in the interests of the working 
people, to make the trusts pay for the anti-crisis measures, to 
restrict the pernicious activities of the monopolies and pave 
the way to their expulsion from the life of the nation. 

Contemporary capitalism is inseparable from the domination 
of the monopolies, which have fused with the state machinery. 
The struggle against the power of the monopolies hits at capi¬ 
talism as a whole and facilitates its substitution by a new 
social system. 

In these circumstances intervention in economic life can be 
a double-edged weapon of the class struggle. State-monopoly 
capitalism, while it has reinforced the economic and political 
power of the monopolies, has demonstrated that they are 
superfluous from the standpoint of production; they have 
created, as Lenin put it, a splendidly-equipped mechanism of 
social management which can very well be set going by the 
united workers themselves. 2 In other words, the development 
of state-monopoly capitalism lays the groundwork for active 
intervention by the working class in the processes of repro¬ 
duction. 

True, the mechanism of social management created by state- 
monopoly capitalism can be fully utilised by the revolutionary 
working class in the interests of the people only after the 
conquest of political power. But the struggle to influence the 
operation of this mechanism begins in capitalist society. 
Through strikes, demonstrations, parliamentary and extra- 
parliamentary struggle the working class seeks to bring about 
the democratic nationalisation of the key industries and social 
control over investment and finance. To the state-monopoly 
regulation the working class counterposes its own democratic 


2. V. I. Lenin, The State and Revolution. 
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methods of intervening in the economy in keeping with the 
aspirations of the majority of the people. 

And when the cyclical contradictions come to a head, the 
Communists organise mass actions in support of measures 
designed to ease the burden which the crisis places on the 
working people. The Communist Party of the USA, for 
example, has outlined measures for increasing employment, for 
raising purchasing power, extensive government construction 
of schools, homes and hospitals, and economic aid to the 
depressed areas. 

The Twenty-Sixth National Congress of the Communist 
Party of Great Britain, responding to the threat of cyclical crisis 
then hanging over Western Europe, called on the working- 
class for ‘emergency action and struggle against a slump’ and 
advanced a programme providing for continued nationalisation, 
effective control of the key sectors of the economy, increased 
government subsidies to the nationalised industries, radical 
reduction in military expenditure, removal of restrictions on 
trade with the socialist countries, assistance to the emergent 
states of Asia and Africa in their industrialisation, and a wide 
range of measures to improve social services and raise the 
standaid of living. At about the same time the Communist 
Party of Germany demanded, in order to offset the impact 
of crisis on the working people, that Federal Germany’s foreign 
markets be widened by trading with all countries, in particular 
the socialist countries, that housing construction be expanded, 
rents in factory-owned buildings reduced by 20 per cent! 
pensions increased, especially for the poorer' sections of the 
workers, and long-term credits extended to the small and 
middle peasants. The Party also proposed that these measures 
be financed by re-channelling the thousands of millions allocat¬ 
ed for atomic armaments and the 2,500 million marks 
earmarked for espionage and sabotage in the German Demo¬ 
cratic Republic, and by reducing dividends to 3 per cent and 
the salaries of company managers and directors by half. 

Besides emergency measures to safeguard the interests of the 
working people, the Communist Parties in many capitalist 
countries have advanced long-range programmes aimed at miti¬ 
gating the destructive effects of the cyclical contradictions. 
Now when there are no limits to the powers of man’, read 
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the theses on this question prepared for the Thirteenth Congress 
of the Communist Party of Belgium, ‘the working-class move¬ 
ment cannot reconcile itself to economic crises. ..The Belgian 
working-class movement is determined to exert its influence on 
the economy and to curb the laws of capitalism to some 
extent. And in Sweden, the Communists are working to 
ensure a crisis-free development of production by imposing 
restraints on the financial oligarchy and putting investments, 
credits and foreign trade under public management. 

In France and Italy, too, the workers are bringing their 
influence to bear on capitalist reproduction and on the cycle. 
The struggle waged by the Italian workers under the leadership 
of the Communists against curtailing industry and closing 
enterprises, for structural reforms, industrialisation of the 
backward areas of the South and planning by industries as 
well as on a national scale, has counteracted to some extent 


the tendencies towards stagnation and decline, helped to stimu¬ 
late investment and accelerate the growth of industry. As for 
the French proletariat, its class struggles against the monopoly 
policies has time and again saved the people from many painful 
consequences of capitalism. 

A vital component of the action taken by the working-class 
to combat crises is the struggle for general and complete dis¬ 
armament. Contrary to the propaganda of the imperialist 
ideologues, militarisation of the economy aggravates the cyclical 
contradictions. And, in turn, the resulting crises of overpro¬ 
duction impel the imperialists to intensify the armament drive, 

adding thereby to the danger of war. 

The perilous link between crises and the armament drive 
is becoming increasingly obvious to the people. Hence, disarma¬ 
ment and measures to counteract the consequences of crises are 
democratic demands with the widest appeal capable of rallying 
broad sections of the population around the working class. 
Democratic anti-crisis measures can unite against the mono¬ 
polies even those classes and groups which do not share the 
ideals of socialism and are not prepared to fight for them. 

Workers, peasants, the urban middle strata and the non¬ 
monopoly bourgeoisie all suffer from the crises. But merely 
to say that crises are inevitable products of capitalism is not 
enough to unite these heterogeneous social forces. ‘A negative 
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slogan, divorced from a definite, positive solution/ Lenin said, 
‘does not awaken consciousness but lulls it, for such a slogan 
is devoid of meaning, a cry in the wilderness, an empty 
phrase. 3 The working class offers all sections of the population 
opposed by the monopolies not lamentations over the hard¬ 
ships caused by the crises, but a concrete way to ease their 
burden right now under capitalism and to abolish crises for 
ever after the overthrow of the power of the monopolies. The 
working-class is confident that successful struggle to counteract 
t e effects of crLes, like all other democratic gains, far from 
weakening the working-class movement will strengthen it and 
hasten the achievement of ils ultimate aim —the conquest of 
political power and the victory of the socialist system. 


3- V. I. Lenin, Apropos of 
Economisin '. 
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PROSPERITY OR DECLINE? 


Johann Lorenz Schmidt 


THE IDEOLOGUES OF MONOPOLY CAPITAL FREQUENTLY POINT 

to the modification that has taken place in the postwar cycles 
for the purpose of advertising the ‘new’ capitalism. So severe 
was the world economic crisis of 1929-33 and so violently did 
it shake the foundations of capitalism that even the most 
unscrupulous apologists of the capitalist system were unable 
to shrug it off. All the more zealously, therefore, are they now 
capitalising on the relative mildness of the crisis eruptions in 
the United States, and the prolonged absence of universal crises 
of overproduction in Western Europe and Japan. Claiming that 
capitalism has at last discovered how to function without crises, 
the bourgeois ideologues refuse to see the cyclical nature of 
postwar slumps which they call ‘recessions’, the ‘normalisation 
of too feverish business activity’, and other newfangled names 
that merely mask the antagonistic nature of the capitalist 

economy. 

The spokesmen of imperialism have gone still farther in 
Western Germany where, due to a number of specific reasons, 
the growth of industrial production has been more rapid and 
stable than in other capitalist countries of Europe. There is 
no such thing as capitalism in the Federal Republic, they tell 
us, it has been replaced by a ‘social market economy’ which 

rules out even the possibility of a crisis. 

An objective analysis of capitalist reality, however, refutes 
this nonsense. Far from having improved, capitalism has turned 
into a highly developed state-monopoly capitalism —a kingdom 
of giant monopolies which have subjected the machinery of 
state and utilise it in their own exclusive interests. The con¬ 
tradictions of capitalism, including the contradictions of 
extended reproduction, have, in consequence, sharpened and 
deepened. And if cyclical crises have been restricted and rela- 
tivelv mild since the end of the Second World War (there has 

J 
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been no world economic crisis so far) this certainly cannot be 
ascribed to any mythical improvement of capitalism. The 
-explanation should be sought in the operation of specific factors 
'deriving from the parasitic essence of modern capitalism. 

The Price Paid for the ‘Split’ Cycles 

In some capitalist countries the productive forces were oreatlv 
depleted during the Second World War, and large numbers of 
people lost their homes and property. For some vears the run¬ 
down plant and ec uipment were not renewed,' nor was the 
demand for essentia goods met. Hence, brisk demand in a war- 
dislocated economy for the means of production and consumer 
goods was a feature of the immediate postwar years. More¬ 
over, the occupation authorities in the defeated countries pur¬ 
sued a policy of curtailing production. The result was that the 
■conditions making for universal crises of overproduction did 
not obtain in many capitalist countries for some time 

The situation was different in the USA. There the war 
did not disrupt the economy; on the contrary, because of the 
war productive capacity and production as a whole rose sharply 
n the postwar years, therefore, the economic cycle in the 
USA developed differently from how it did in' Japan and 
the capitalist countries of Europe. Crises embracing the whole 
economy have been frequent in the United States. 

The varying effects of the war on the capitalist countries 
lave led to the splitting of the formerly single world cycle. 

ne of the results of this has been temporarily to mitigate the 
crises of overproduction. The ‘split’ cycle crises are less severe 

and of shorter duration than those of the single world cycle, 
or a cyclical crisis of overproduction in one country will not 
reach its zenith unless the conditions for economic collapse 
have matured in other countries. And if the war and its conse- 

eZTlh R T d u e ° nSCt ° f crises “d temporarily miti- 

of millions of lives. The war took a toll of 6 7 million in dead 
wounded and maimed, razed countless towns and villages many 

<lata, the Second World War cost (including direct “y 
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expenditure, material destruction, pensions, interest on loans,, 
etc.) the fabulous sum of $4,000,000 million. There can, there¬ 
fore, be no talk of an ‘improved’ capitalism, for the Second 
World War. like the first, was engendered by capitalist con¬ 


tradictions. 

This is not the first time that war and militarisation have 
changed the course of crises. The overproduction crisis of 1920, 
for example, was not a severe one and did not extend to all 
the countries of the capitalist world. Germany, Italy and Japan,, 
feverishly preparing for war, were not affected by the economic 
crises of' 1937-38. But the Second World War unleashed by 
them brought incredible suffering to the people of the world, 
including their own, immeasurably greater hardship than that 
caused bv any cyclical crisis of overproduction. Only those who 
are ever ready to whitewash imperialism and its crimes against 

humanity can forget this. 

But the consequences of war alone do not entirely explain 
the modification in the cycles, for many of the consequences 
have already been overcome. Among the factors which have 
greatly modified the course of the cycle is the big monopolies 
use of the capitalist machinery of state for the purpose of 

solving their market problems. 

Government war orders have maintained a high level during 

most of the postwar years. With the stepping up of the 
militarisation of capitalist economy, these orders became an 
increasingly important factor in the process of capitalist repro¬ 
duction. A peculiar kind of a state-monopoly arms market 
came into being. The capitalist state places the orders and is 
the buyer, while the big monopolies are the suppheis. In the 
United States, for example, some 200 corporations net ovei 
00 per cent of the military contracts. They hand out sub-con¬ 
tracts to thousands of smaller firms; so that monopolies not 
onlv utilise government contracts to secure profits or t cm 
selves, but to strengthen their hold on these firms. Accor ing 
to available figures arms production accounts for over 10 per 

cent of all US industrial output. . . , , 

A growing role in manv capitalist countries is plaved bv 

government purchases of farm ‘surpluses' which cannot be so d 
we encounter a sort of state-monopoly agricultural market, fo 
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the state is the sole buyer of surplus produce. Big capitalist 
agricultural enterprises and industrial monopolies producing 
items needed by farmers are the ones who gain primarily 
from this kind of a market. The sale of ‘surpluses’, guaranteed 
by the government, provides industrial monopolies with addi¬ 
tional openings for the sale of agricultural machinery, fertilisers, 
-etc. 

These and other state-monopoly markets, which have 
modified the development of the capitalist cycle to some extent, 
are, in our view, one of the reasons for the temporarily relative 
mildness of overproduction crises. 

But it would be wrong to think that modern capitalism can 
continue to mitigate cyclical crises of overproduction for any 
length of time with the assistance of the above-mentioned 
markets and other state-monopoly measures. For, financed as 
they are from the state budget (taxes and state loans), these 
measures lower the purchasing power of the population with 
the result that future crises of overproduction will tend to 
become more acute. 

( apitalism’s Chronic Ailments 

# 

An economic crisis cannot, as a concept, nowadays be con¬ 
fined to crises of overproduction. It is much broader than that. 
An important manifestation of the growing instability of the 
capitalist economy, mentioned in the Statement issued by the 
Moscow Meeting of the Communist and Workers’ Parties, is 
the rapid growth of non-cyclical crisis phenomena. The parallel 
existence and intertwining of cyclical and non-cyclical crisis 
processes are a feature of modern capitalism. If we examine 
capitalist reproduction from the angle of the oneness of these 
processes, then the picture will refute all the claims about a 

crisis-free capitalism . It will show us a mortally-sick capitalism 
approaching its doom. 

The growth of non-cyclical crisis phenomena is fostered by 
the sharpening of the basic contradictions of capitalism in the 
period of its general crisis. Some of these deepened after the 
war, others are entirely new. Non-cyclical crisis phenomena 
such, for example, as more or less universal but relatively mild 
‘economic crises, and crises of overproduction affecting particu- 
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lar industries were a feature also of pre-monopoly capital. Marx 
and Engels called them intermediate and partial crises. 

In the epoch of the general crisis of capitalism, especially in 
the postwar years, some non-cyclical crisis phenomena—and 
this refers particularly to partial crises of overproduction— 
become sluggish , chronic processes in the capitalist economy. 
Chronic crisis phenomena of overproduction in particular 
branches of the economy are as typical of modern capitalism 
as the cyclical crises of overproduction. Owing to the extremely 
uneven development of capitalist reproduction, they are not 
usually universal in character, but involve one industry in a 

J * 

group of countries or even in one country. 

The most acute and notorious chronic partial crisis of over¬ 
production is the world agrarian crisis which has affected a 
number of kev branches of agriculture in the chief capitalist 
countries. A few facts will indicate its scale. Such huge stocks 
of farm ‘surpluses’ have been accumulated in the United States 
as a result of annual government purchases, that the difficulty 
is to find premises in which to store them. 

Big stockpiles of farm produce for which there is no market 
are also held in other capitalist countries. State-monopoly 
measures are not helping to overcome the crisis; on the con¬ 
trary, thev intensifv it, inasmuch as the buying up of ‘sur¬ 
pluses’ merely stimulates overproduction. That the stocks are 
piling up in warehouses, owned by the state and not the 
producer, changes nothing but the form in which the agrarian 
crisis is manifest. The fact of a chronic crisis of agricultural 
overproduction remains. 

Agrarian crises are now not the only form of partial chronic 
crises of overproduction. Branches of the textile industry in 
many of the leading capitalist countries have been in a state 
of chronic crisis of overproduction since the war. The British 
cotton industry- is affected most; under a special programme 
about half the spindles were scheduled to be put out of com¬ 
mission in i960, and their owners compensated the value of 
their capital bv the government. A similar situation exists in 
the coal industries of a number of countries. Much has been 
said in the press about the protracted crisis of overproduction 
in the US automobile industry, in which something like it. 
million automobiles remain unsold annually. 


k 


PROSPERITY OR DECLINE? 


39 


Some of the chronic partial crises of overproduction are the 
result of technological progress and are of a structural nature. 
The coal crisis, for example, arose because of the switch to oil 
fuel; the textile crisis is growing because artificial fibre is 
replacing cotton to an ever-greater extent. In the long run. 
however, the cause of the chronic overproduction phenomena 
lies not so much in technological advance as in the basic: 
contradiction of the capitalist mode of production. Only under 
capitalism does technological advance lead to chronic crises of 
overproduction. They are ruled out in a socialist society, where 
there is no private capitalist appropriation. 

It may be argued that not all chronic partial crises are 
uninterrupted. The agrarian crisis, for example, was cut short 
during the war and in the early postwar years. That is true. 
But the concept of ‘chronic crisis phenomena’ does not mean 
that their course is absolutely uninterrupted. It merely em¬ 
phasises their non-cyclical and protracted character. Events, 
like war interrupt these crises, but they set in again and many 
of them will remain with capitalism until it is abolished. It is 
possible that particular monopolies or countries will, and more¬ 
over for a considerable period, succeed in overcoming a chronic 
partial crisis of overproduction, by resorting to permanent 
under-capacity operation in industry. It may well be that 
chronic crises of overproduction in the coal industry of a 
number of capitalist countries and the automobile industry of 
the USA can be halted by bringing some enterprises to a 
standstill. But this will not signify any weakening of the 
economic contradictions of capitalism. The only change will 
be in the way they find expression. 

We would draw special attention to the distinctive crisis 
phenomena which appear immediately after a war and find 
expression in the profound disorganisation of the economy of 
the capitalist countries. The chief symptoms of these pheno¬ 
mena, which can be called crises—the aftermath of the war— 
are considerable underproduction of basic goods and the 
extremely low purchasing power of the population. In contrast 
to partial overproduction in particular industries these are not 
chronic crises. But they are of a non-cyclical nature, too, for 
thev do not occur in every cycle, and are seen only in the 
countries in which the war has been felt most. It was crises— 
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the consequences of the war—and the need to rehabilitate the 
economy in the early postwar years that for a time staved 
off the onset of crises of overproduction in Western Germany, 
Britain, France, Italy and other countries. 

Modern capitalism has engendered a series of other non- 
cyclical crisis phenomena, many of which have been thoroughly 
analysed in Marxist literature. Among these are inflation, 
chronic balance of payments crisis in most capitalist countries 
and chronic unemployment. It should be pointed out that 
there is a specific relationship between cyclical crises and the 
growth of chronic non-cyclical crisis phenomena. Some func¬ 
tions of cyclical crises are partially shifted to the chronic crisis 
processes of modern capitalism. The point is that the very 
state-monopoly measures with which the financial oligarchy 
endeavours to stave off and mitigate crises of overproduction 
result in the long run both in aggravating the cyclical con¬ 
tradictions and in intensifying the chronic processes of the 
decline of the capitalist economy. The arms drive in the 
imperialist countries, which brings the monopolies fabulous 
profits, is a case in point. The forced growth of war production 
temporarily increased output in a number of industries and 
contributed in some measure to easing the effect of cyclical 
crises in the postwar period. But this only intensified the 
chronic crisis phenomena in the economy, especially inflation, 
now the constant bedfellow capitalism. 1 

The damage done to the capitalist economy by non-cyclical 
crisis phenomena is all the greater in that they, unlike cyclical 
crises, cannot be used as a means of temporarily and forcibly 
solving the contradictions of extended reproduction. In the 
period of cyclical eruptions chronic and cyclical processes, 


i. First National City Bank (New York) has published a table showing 
the depreciation of currency in thirtyfive capitalist countries. Even these 
figures, based on none too reliable official data, show that between 1949 and 
1959 the currency was systematically depreciated in these countries. It was 
at a rate of 6 per cent per year in France, 4.1 per cent in Britain, 2.7 per 
cent in Italy and 2 per cent in the USA. The spokesmen of the West 
German monopolies like to point out that in contrast to these countries, 
the currency in the Federal Republic depreciated at the rate of only 1.2 
per cent annually. But this statement does not square with the facts. If we 
take 1950 as the point of departure, the annual depreciation of the West 
German mark by mid-1960 will, according to the bourgeois economist Walter 
Slotosch (on the basis of official figures) be round about 1.9 per cent. 
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■expressing the same aspects of the economy, pile up, so to say, 
one on top of the other, with a result that they are spasmodi¬ 
cally intensified. That is how matters stand in the case of 
unemployment. Chronic large-scale unemployment is one of 
the most important chronic crisis phenomena in the era of 
the general crisis. At the same time it rises sharply in each 
cyclical crisis. In the postwar years unemployment in the 
USA averaged 2,500,000 a year. During the crises of 1957-58 
and 1960-61 the figure rose to 5,500,000. But it would be 
erroneous to think that the growth of chronic crisis phenomena 
may, in time, replace cyclical crises. 

The economic cycle will continue to be the basic form of 
capitalist reproduction, while crises of overproduction are a 
decisive phase of cyclical development. These crises will con¬ 
tinue to shake capitalism until it is abolished. Proof of this is 
the postwar development of the USA, the most powerful 
capitalist country, which has already been interrupted by four 
■crises of overproduction. At the same time the basic contradic¬ 
tion of capitalism in the epoch of its general crisis sharpens 
to such an extent that some of its consequences, having ap¬ 
peared in the form of an eruption in the crisis phase, continue 
to exist in other phases of the cycle, although occasionally on 
a smaller scale. These become chronic phenomena and constant¬ 
ly accompany the capitalist cycle, for economic crisis are no 
longer able fully to fulfil their role of temporarily and forcibly 
solving the contradictions of reproduction. These processes are 
a sign of the decline of capitalism, not of its soundness. 



ROLE OF CLASS STRUGGLE IN 
ECONOMIC DEVELOPMENT 


Antonio Pcsenti 


THE ECONOMISTS WHO HAVE TAKEN PART IN THE DISCUSSION 

in World Marxist Review on the features of modern crises 
have, I think, arrived at the following general conclusions: 


First, the economic cycle continues to be the inevitable form 
of extended capitalist reproduction also in the present stage 
of capitalism; 

Second, as a result of the operation of the law of uneven 


development of capitalism and the breach in the unity of the 
world market, the development of the cycle differs from country 


to country; 

Third, important changes can be observed in the pattern of 
the cycle. 

These changes are in large measures explained by the fact 
that the reproduction process is taking place at a definite 
stage in the general crisis of capitalism—the stage of the 
transition from capitalism to socialism. This stage is charac¬ 
terised 


by the predominant role of socialism in the world and its 
growing influence on the world market; 

by the existence and development of a group of countries 
which have freed themselves from colonial oppression and arc 
exerting an ever greater influence on international economic 
relations; 

by the intensification of the class struggle in the capitalist 
countries and the fact that the working class has openly set 
itself the imminent aim of coming to power. 

In a number of capitalist countries the working class is 
already a leading force in social development, counterposing its 
solutions for major economic and political problems to those 
of the ruling capitalist class. 



CLASS STRUGGLE IN ECONOMIC DEVELOPMENT -IS 


The experience of the struggle waged by the Italian working 
class and its vanguard, the Communist Party, the leaders of 
the masses, is striking evidence of the impact of the class 
struggle on economic development and hence on capitalist 
reproduction. While we accentuate this aspect, we do not dis¬ 
regard the importance of other factors influencing both the 
development of the cycle in Italy and the economic situation 
in other capitalist countries. Neither do we believe that the 
Italian experience is appropriate to other capitalist countries 
where the economic, social and political conditions are different. 

Features of the Cycle in Italy and the Attitude of the 

Communists 

Annual rates of growth of industrial production and the 
national income have been rather high in Italy during the 
past ten years. The volume of industrial production increased 
on an average of 9 per cent per year, and the national income 
grew at an average rate of 5.4 per cent during 1951-59, and 
was 6.6 per cent in i960. Other economic indices, too, testify 
to the considerable growth of production. There were, of course, 
times when the rate of growth slowed down, but prolonged 
stagnation, to say nothing of depression, has not been seen. 
What we have, therefore, is a special kind of cycle, a steadily 
ascending curve. 

The specific lines along which the Italian economy is deve¬ 
loping cannot be understood without taking into account a 
number of objective conditions. There is a big and as vet 
unused potential for capitalist development in Italy. We have 
a numerous army of unemployed, new sources of fuel have 
been discovered and are being exploited, obsolete economic 

structures, already done away with in other capitalist countries, 
are being abolished. 

But the rapid growth of production in the recent period can¬ 
not be explained by the operation of these factors alone. For 
all of them have obtained in the country before. It is due first 
and foremost to the struggle waged by the working people and 
the Communist Party against dominant capitalist groups. But, 

since the growth took place under the aegis of the latter, the 
development was inadequate, it intensified the disproportions.. 
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and was accompanied by a sharpening of the economic and 
social contradictions. 

The course of action pursued by the Communist Party in 
all spheres of social life and nearly always with the support 
of the Socialist Party and the General Confederation of Labour, 
was to put before the people a positive solution of urgent prob¬ 
lems, a solution which would promote the democratic move¬ 
ment. The Communist Party and the working class counter- 
posed their solutions to those proposed by the ruling capitalist 
circles and their yesmen. This policy heightened the class 
consciousness and militancy of the working people. 

Combating all deviations, primarily those of a corporative 
nature, the Party worked to combine the partial and general 
tasks, to fuse them into a single general line, differing funda¬ 
mentally from ruling class policy. It explained to the people 
the prospects which would be opened up to them by the 
conquest of power, and pointed out the Italian road to socialism. 
Acting in this way as the indirect leading force of social and 
economic progress, the Party forced the ruling class to reckon 
to some extent with the demands and with the will of the 
people. 

It was precisely because our policy was more in line with 
reality that the Party gained in strength at all stages of the 
economic cycle and became particularly strong in areas and 
branches of production where the standard of living is higher 
and conditions generally better. The Party never adopted a 
wait-and-see attitude. It has never held the view, for example, 
that some problems concern only the ruling class. The Party 
members have always kept their feet on the ground, paying 
due regard to the changes to which their activity also contri¬ 
buted. With the laws of dialectics constantly in mind, the 
Party has engaged in militant activity in all spheres of public 
life. 

The Communist Party has never indulged in predicting when 
and where a crisis would erupt and, needless to say, has never 
led the people to expect catastrophes of the type of the 1929-33 
crisis. On the contrary, it has done its best to nip in the bud 
notions of this kind which, it avers, would diminish rather 
than heighten the militancy of the masses. And this attitude. 
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far from causing difficulties in the struggle, contributed to its 
success. 

The boom never caused us misgivings, for we knew well 
that the contradictions of capitalism do not disappear during 
a boom, hut become sharper, more obvious and more intolerable 
to the working people. Our task is to disclose them, explain 
their essence and propose a way of overcoming them. 

It has always been clear to us that our efforts to safeguard 
popular interests might objectively favour economic develop¬ 
ment of the capitalist type. For the Italian economy is capi¬ 
talist in structure, and the capitalists are the ruling class. But 
this development, we held, leading as it does to the sharpen¬ 
ing of capitalist contradictions, should create more favourable 
conditions for our struggle, help the Party to forge ahead and 
extend its influence. 

In 1945, immediately after the end of the war, the Com¬ 
munists led the work of rehabilitation. They proposed a 
democratic rehabilitation based on the nationalisation of the 
power enterprises and big monopolies, the establishment of 
councils to run these enterprises and the strengthening of 
other democratic institutions. We were strongly opposed to 
restoration along capitalist lines, which was what the ruling 
classes wanted—and what thev succeeded in achieving with 

US aid. 

In 1950 the Communists helped to draw up the ‘Labour 
Plan’ advanced bv the General Confederation of Labour. This 

J 

plan, the first serious attempt to abolish unemployment, set 
forth a clear-cut programme for the development of produc¬ 
tion. The demand for structural reforms it contained was 
es:entially political in purport. Our anti-monopoly struggle 
aimed at achieving agrarian reform, a new system of agricul¬ 
tural agreements, help for the small and medium-sized pro¬ 
ducer and higher wages. ‘Strikes in reverse’ 1 were common 
at that time, and local plans for economic revival were being 
drawn up everywhere. This helped the people to see a concre'e 
way of replacing the rule of the capitalists and forced the 

1 . Meaning occupation by workers of enterprises which the owners 
wanted to close. By keeping production going, however, the workers 
prevented closure. 
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latter to reckon with the people’s demands. 

The Christian-Democratic Government had to take some of 

the country’s major needs into account. In 1954 it put for¬ 
ward the Vanoni plan’, a ten-year development scheme. 
This scheme, reactionary in content, did not affect monopoloy 
power, and proposed increasing accumulations and capital 
investment by freezing wages, and for this reason was criti¬ 
cised and rejected by the Communists. Still, it was the first 
concerted attempt by the government to find a solution to 
two of our gravest problems—large-scale unemployment and 
the extreme economic and social backwardness of the South— 
and it was the outcome of popular pressure. We have always 
been aware that under capitalism even progressive measures 
such as taking over unused land, agrarian reform, maintaining 
the wage level, increasing the purchasing power of the people 
and combating monopoly prices stimulate a more intensive 
capitalist development. Thus even the limited agrarian reform 
increased the purchasing power of the population in some 
areas, stimulated the demand for means of production and 
increased output for the market. In capitalist society these 
factors give rise to intensive development of the processes of 
capitalist reproduction, promote industrial growth, and 
increase profits and capital investments by the more powerful 
capitalist groups. The class struggle, even if it develops only 
around wages, is one of the most important incentives to 
growth of the organic composition of capital and technological 
innovations. Industry developed rapidly in Italy between the 
years 1900-15 and in recent times: i.e., in the periods of the 
greatest class struggles and the biggest popular victories. Under 
the fascist dictatorship, on the other hand, there was a pro¬ 
longed slump and the national income grew at the exceeding¬ 
ly low rate of 0.8 per cent per annum. It is against this 
general background of class struggle that our attitude towards 
state capitalism should be examined. 

State Capitalism : Its Place and Significance 

Many Marxist economists agree that state capitalism is the 
most important phenomenon in modern capitalist economy, 
and that its development is one of the major causes for the 
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changes now under way in capitalist reproduction and, hence, 
in the economic cycle. 

I think that the general term of ‘state capitalism’ is some¬ 
times understood as a combination of heterogeneous pheno¬ 
mena varying in impact and requiring different approaches. 
To elicit its correct meaning state capitalism should be studied 
not in the abstract but concretely, dialectically. We are 
reminded of this in the Statement of the Eightyone Com¬ 
munist and Workers’ Parties, where a clear distinction is made 
between state capitalism in the former colonial countries and 
state-monopoly capitalism in the advanced capitalist countries. 
The distinction is obvious. It lies first and foremost in the 


features of state capitalism in the newly emerged countries, in 

the peculiarities of the young states. But there should also 

be a dialectical approach to state capitalism in the imperialist 

countries, and a study made of the concrete situation, which 

is never static but changes constantly as a result of the class 
struggle. 

State capitalism can be used in a variety of ways, its role 
depending on the relationship of forces in the process of the 
class struggle. It should be borne in mind that two different 
things are often implied in speaking of state capitalism. The 
first is the capitalist state s intervention in the economv 
through an economic policy indirectly influencing production. 
The second is state ownership of the means of production, and 
this, in our opinion, signifies genuine state capitalism, i.e., 
direct state intervention in the production processes. 

What is the essential difference between these two thinas? 
No indirect intervention in production can change the opera¬ 
tion of economic laws of capitalism, in particular the law of 

profit. Hence this intervention is always to the advantaae of 
the capitalists. ' 


In the bioad sense state intervention envisages the use both 
of the old economic policy (taxes, duties, state appropriation, 
etc) and new methods, which are characteristic of imperialism 
and which have become possible owing to the concentration 
ol production in monopoly hands (manipulation of the money 
market, regulation of the bank rate, accumulations, market 
control bonuses, subsidies, etc.). There can be no question 
that all these measures are spearheaded at achieving one objec- 



4 S 


CRISES AND THE CAPITALIST CYCLE 


tive: to make the capitalist enterprises profitable, to guarantee 
an average rate of profit and to scotch any tendency to reduce 
this rate. By lowering the bank rate and pursuing a cheap 
money policy, the total surplus value is merely redistributed 
among the capitalists. Fixing minimum prices and granting 
subsidies and bonuses lead to the same results. 

Even the social measures of the capitalist state (fixing a 
minimum wage, pensions for greater numbers of people, etc.) 
are subordinated to the profit motive, for they expand and 
stabilise consumption. And stable consumption becomes more 
of a necessity for the capitalist enterprises because modern 
technology adds substantially to costs if there is any slowing 
down or intermission in production. The operation of objec¬ 
tive laws of capitalist reproduction in the epoch of imperialism 
leads to state economic measures benefiting not the small and 
medium firms but the big monopoly groupings. 

This does not mean that the working class should adopt a 
passive attitude to state economic intervention. It is seeking 
to compel the ruling class and its state to employ those means 
of influencing the economy which would be in greater accord 
with the interests of the people. The working class wants 
the state allocations to be made on a territorial basis, wants 
cuts in military spending, more money for public education, a 
social insurance system and public works. It wants taxes to 
be levied on rents and profits, not on wages: it wants taxation 
of the ultra rich, not of the very poor. 

These movements are both of an economic and po'itical 
significance. Not only do they influence the process of capi¬ 
talist reproduction, thev draw the people into the struggle for 
clear-cut objectives. The same aim is pursued by the actions 
against tariffs designed to safeguard monopoly profits, and 
against the granting of favourable export terms to the mono¬ 
poly groups, for a reduction of monopoly prices and for con¬ 
trol over them, for more homes, for aid not to the big landed 
proprietors and capitalists but to the small manufacturers and 
landowners. 

These measures can be carried out within the framework of 
the capitalist system of production. They are not struc'ural 
reforms, and do not change economic laws or the trend of 
capitalist development. An example is the government's 
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scheme to develop the South (the southern provinces of Italy 
and the islands). For the past century, as we know, the gap 
widened between the economic and social situation in the 
South and that in the North. I shall not touch here on the 
causes which engendered this process, or on Antonio Gramsci’s 
analysis of them. I would like only to point out that it was 
the natural result of capitalist development and conformed to 
the internal laws of capitalism. The ‘South’ became a major 
problem long ago. It is now an urgent national problem call¬ 
ing for rapid solution. 

Immediately after the defeat of fascism the people in the 
South occupied the unused lands and succeeded in getting a 
restricted agrarian reform based on the expropriation of land 
owned by the big latifundists. Later, the government promul¬ 
gated a complex code of laws germane to the development of 
the South. They boiled down to stimulating capital invest¬ 
ment by means of tax reductions and granting credits on 
favourable terms. The government set up a ‘South Depart¬ 
ment’—a body with the job of organising public works, and 
encouraging land improvement, road building and housing, 
i.e., of putting up what the economists now call ‘infrastruc¬ 
tures’. At that time we pointed out the class essence of these 
state measures and their limitations, stressing that their imple¬ 
mentation would engender a peculiar kind of export of capital 
from North to South which would impoverish the South even 
more, for the profits would flow to the North where the big 
monopoly groups are located. Even more capital and labour 
would be absorbed by the North with the result that the gap 
between North and South would widen. The resulting eco¬ 
nomic development could only be a capitalist development, 
based on the law of profit. It would merely lower the extra¬ 
enterprise costs of capitalists, add to their profits and aggravate 
the economic and social contradictions. 


The experience of the past decade has confirmed the conclu¬ 
sions made by the Communists. The South’s share in the 
national income dropped from 24 to 21 per cent. As the 
South has no modern industry, many of its newly-built roads 
and other public projects are not properly utilised. The South 

of Italy is today rightly called the ‘graveyard of the infrastruc¬ 
tures’. 


CC 4 
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The Communists counterpose their solution of the southern 
problem to the capitalist plans. Their points are: agrarian 
reform; economic and organisational means for developing the 
peasant farms; encouragement of initiative by the local authori¬ 
ties in industrial expansion and construction; large-scale capital 
investments in new industrial projects. A struggle was 
launched on the basis of these demands and is continuing to 
the present day. Some results have already been achieved. A 
big oil-processing plant of the National Hydrocarbons Corpo¬ 
ration (E.N.I.), using local methane, has been set up in Gela, 
and a metallurgical works is under construction in Taranto. 
State-owned enterprises are being enlarged in other districts of 
the South. 

The Communists say that, in contrast to state intervention, 
genuine state capitalism, i.e., state ownership of the means of 
production, together with structural reforms, could be an 
important means of modifying the capitalist cycle. It can do 
so because it is not motivated by the need to subordinate 
itself to the law of profit under all circumstances, and in some 
cases can even counteract it. State capital investments, for 
example, can be made not wholly in the economic interests of 
an enterprise, but out of political considerations, irrespective 
of whether or not they furnish immediate returns. State- 
owned enterprises can be run along different economic lines 
than private capitalist enterprises. Under certain circumstan¬ 
ces, therefore, state-owned enterprises can operate in an anti¬ 
monopolist direction. 

The role of the state sector depends, of course, on the 
balance of forces in the class struggle. For state capitalism, as 
we see it, is often merely a means of maintaining the rate of 
profit. Transfer to the state of transport, insurance com¬ 
panies, banks and the non-remunerative branches of industry, 
the fixed capital of which the monopolies find it unprofitable 
to renew, means as a rule bigger profits for the privately- 
owned enterprises. This is achieved both by means of tariffs, 
which benefit the monopolies by reducing their production 
costs, and by excluding the surplus value created in the low- 
profit enterprises from the total surplus value distributed 
among the capitalists. These aspects of state-monopoly capi¬ 
talism are more pronounced in Italy than in other countries. 
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A large proportion of state capitalist property was created 
under fascism. To rescue the big enterprises and banks from 
bankruptcy during the profound economic crisis, the fascist 
government bought up their shares. Thus the state became 
the chief shareholder in enterprises of such key industries as 
electric power, metallurgy, shipbuilding, etc. There was no 
nationalisation in Italy on the pattern of that which took 
place in France, Britain and other West European countries 
under the pressure of the working people. But the way in 
which state property originated in Italy did not hinder the 
working-class movement from realising its significance. 

After the war state-owned corporation? were established 
such as E.N.I., in whose hands are concentrated all the state 
enterprises in the oil industry (prospecting, gasmains, process¬ 
ing). I he following table shows the share of state-owned 
property in the economy: 


SHARE OF STATE-CONTROLLED ENTERPRISES IN TOTAL 

NATIONAL PRODUCTION 

( percentage) 

Electric power 
Methane 

• • • • • • 

Oil 

Steel ... ’ 

Pig iron 

Shipbuilding (a) 75 (b) ... 

Engines 

Electrical engineering 

Automobiles 

Cement 

Industrial equipment 

Services 

Radio and television 
Telephone 
Air transport 
Maritime transport 

(a) Production capacity, (b) Actual production. 


26 

95 

22 

54 

85 

61 

35 
16 
12.5 
11 
4 

100 

100 

100 

13 


The working-class movement wants to see state ownership 
used to curb the monopolies, encourage expansion of produc¬ 
tion and exert a democratic and progressive influence on the 
life of MK'eey. It is, in effect fighting to change the essence 
of state'ownership. The working class, furthermore, wants 

nationalisation—envisaged by the Constitution—of the power 
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and other big monopoly-owned enterprises. This struggle, 
aimed at achieving genuine structural reforms, has yielded 
quite considerable results in both the economic and the politi¬ 
cal spheres. It has made the people more conscious of the 
monopolies and has helped to unite them more closely under 
the leadership of the Communist Party. 

I shall dwell on only a few of the results. A Ministry of 
State Participation has been established to co-ordinate the 
work of the state-owned enterprises. The Ministry will sub¬ 
mit a programme and budget to Parliament each year for 
approval. A reading of the latest report made by this Minis¬ 
try a few months ago shows that the working people’s demands 
in their day-to-day struggle, headed by the Communists, are 
being taken into consideration—at least in words—even by the 
top people in the Christian Democratic Party. But words, 
too, signify something, for they are evidence that the ruling 
circles are obliged to take into account the growing anti- 
monopoly and anti-capitalist sentiment of the people. The 
report mentions the co-ordinated and autonomous activity of 
the state-owned enterprises, the criterion of which should be 
not private interests, but economic expediency, in view of the 
need for a more balanced economic development from both the 
territorial and social standpoint. The ministry’s programme 
provides for large-scale capital investments during the next few 
years, especially in the South and in other poorly-deve ope 
areas. These investments will stimulate economic develop¬ 
ment, help to combat tendencies leading to stagnation or a 


cyclical crisis. . . 

As a result of our activities Parliament has undertaken to 

withdraw the state-controlled enterprises from the Confedera¬ 
tion of Italian Industrialists—a nation-wide association of capi¬ 
talists. This was a heavy blow to the capitalists, who protest¬ 
ed and even complained to the Constitutional Court. Thus 
the organisational unity of the capitalists was broken and the 
results of the division are now being felt in the struggle for 
higher wages. Not only did state-controlled enterprises show 
less resistance to claims for higher wages, but it was easier to 
win other demands concerning working-class conditions gene¬ 
rally, rights, jobs, etc. This has weakened the monopoly 

front. 



CLASS STRUGGLE IN ECONOMIC DEVELOPMENT 53 


A number of other examples could be cited. Under pres¬ 
sure of the working people E.N.I.’s activities began to take on 
an anti-monopoly character and, though restricted and 
obstructed in every way, yielded some results. By signing 
agreements with underdeveloped oil-producing countries on 
more advantageous terms than those offered by the private 
monopolies, E.N.I. competed effectively with the ‘seven sisters’ 
—the seven big international monopoly groupings—on the 
world market. It also bought oil products from the USSR 
with the result that petrol prices fell and the monopoly groups 
were dealt a blow. The corporation has built big oil-process¬ 
ing plants in Ravenna and Gela, a development which has 
made it possible to reduce—although not enough—prices for 
chemical fertilisers; this action evoked a protest from the big 
Montecatini monopoly. 

These few examples demonstrate why we believe that 
genuine state capitalism, i.e., activities of state-owned enter¬ 
prises, should be distinguished from a state intervention limit¬ 
ed to a general economic policy. State intervention is deter¬ 
mined by the economic laws of capitalism, and it is doubtful 
whether it can ever become anti-monopoly. State ownership, 
comprising an integral part of the whole mechanism of repro¬ 
duction, can, under certain circumstances, be an effective wea¬ 
pon in the anti-monopoly struggle and in modifying the cycle. 

But the circumstances do not come of their own volition. 
They depend on the scale of the class struggle, on the political 
orientation which the Communist Party imparts to this 

struggle. 

As socialism and the national-liberation movement make a 
steadily greater impact on the economic life of modern capitalist 
society, the influence exerted by the class struggle on capi¬ 
talist reproduction increases. At the present stage the class 
struggle is acquiring a predominant significance, first and 
foremost, because the working class is, increasingly, coming 
to the fore as the leading force in all spheres of social life—• 
even in those countries where it is not yet in power. The 
working class counterposes its solutions to those of the ruling 
class, openly strives to become the ruling class, constantly 
asserts its will and demonstrates its ability to assume leadership 
and run things. So that even where it is not yet in power, the 
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working class paves the way for democratic solutions and 
forces the bourgeoisie and its governmental bodies to take 
account of the demands of the working people. 

The Italian Communist Party constantly reiterates its firm 
intention to form a government of the working people, a 
government which would clear the way for socialism; the 
Party elaborates and upholds its policy, which differs funda¬ 
mentally from that of the ruling class. An example of the 
positive activity of the Communists is furnished by the budget 
debate in the Senate, when the budget of the Ministry of State 
Participation was also discussed. The communist senators sub¬ 
mitted a minority memorandum which they counterposed to 
the report of the government majority, and which mapped out 
a course of democratic economic development. The Communists 
showed that the policy pursued by the Ministry for the Budget 
was identical with that of the big monopoly groups. The 
Communist Party representative said in conclusion: ‘We, the 
representatives of the Opposition, are here not only to act 
against crying injustices, harmful measures and grave short¬ 
comings; we are here not only to expose your activities, to 
strip them of their covering of demagogy, but to counterpose 
to your policy—here in Parliament and throughout the country 
—a new and different policy of economic development, a 
democratic policy that conforms to the interests of the people, 
a policy that will reinforce the democratic institutions. It is 
our task to show the people a concrete alternative. The working 
class and the people generally no longer wish to be mute 
shadows of the ruling capitalists. They want to be active 
participants in the economic and social renovation of our 
country. They are affirming this right of theirs, their mature 
awareness, in field and factory, in the offices, schools and 
Parliament. They demand that all the provisions of the Consti¬ 
tution be observed, that structural reforms be carried through, 
that the reins of government be transferred to the working 
people so that Italy should become a real republic, a republic 
based on labour, and, in a peaceful and consistent way, reach 
socialism—a more humane, and more just social system which 
would ensure freedom and economic progress for all. 

‘Our memorandum and our speeches concretely and clearly 
indicated the measures of economic policy which we consider 
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essential so that the economic development formally taking 
place with your agreement and under your leadership, but in 
reality under the leadership of the ruling monopoly groups, a 
development which can but aggravate the economic and social 
antagonisms in our country and represents a constantly grow¬ 
ing threat to our republican and democratic institutions and 
our freedom, can be replaced by a more rapid, intensive, balanc¬ 
ed and harmonious economic advance promoting the well¬ 
being of the people, all Italian citizens, and capable of consoli¬ 
dating and developing our democratic institutes. Should you 
disregard these demands the people of Italy will give their 
answer and, what is more, sooner than you expect.’ 

To sum up, I would like to emphasise that the specific 
features of the economic cycle in Italy cannot be correctly and 
comprehensively explained unless we take into account the 
growing impact of the class struggle waged by the working 
people headed by the Italian Communist Party on the processes 
of extended capitalist reproduction. 



IN THE GRIP OF ECONOMIC 
CONTRADICTIONS 


Hyman Lumer 


THE AMERICAN ECONOMY IS NOW EMERGING FROM ITS FOURTH 

postwar crisis. From a peak of 111 in January i960, the 
Federal Reserve Board index of industrial production (1957 = 
100) had fallen to ioz by January 1961, or by about 8 per cent, 
and remained at about that level throughout March. In April, 
however, it rose by three points and in May by an added three 
points. This was the sign of a reversal. 

The upturn was most marked in the steel and auto industries. 
The steel industry is now producing at approximately 70 per 
cent of capacity after a good many months of operation at 
no more than 50 per cent. The auto industry turned out less 
than 1,200,000 cars in the first quarter of the year but 1,600,000 
in the second. The production of durable goods as a whole, in 
which the decline had been concentrated, showed an increase 
of nearly 8 per cent in April and May. 

The 1960-61 crisis proved to be the mildest of the postwar 
crises, and in particular considerably less pronounced than the 
crisis of 1957-58, which registered a drop of nearly 15 per 
cent. Yet neither the comparative mildness of the decline nor 
the prospects of recovery have given rise to any great jubilation 
in capitalist circles. For all the signs point to an upswing which 
will be even more limited and incomplete than was the recovery 
from the 1957-58 crisis. 

The prevalent view, as reported by the Joint Economic 
Committee of Congress in May, has been that the gross 
national product will rise by $20 billion to $30 billion in the 
final quarter of 1961 as compared with the first quarter. 

In short, what is generally anticipated is an upturn which 
will merely continue the previous low rate of economic growth 
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(some 2.5 per cent a year) and perpetuate existing levels of 
unemployment. 

In steel, the most optimistic view is that the 1961 output 

will not exceed the 1961 figure. Most spokesmen for the 

manufacturers believe that the 1961 market can be satisfied 

by an output of 5,500,000 cars, at most 6,000,000, as aaainst 
the 6,700,000 produced in i960. 

Similarly, the outlook for residential construction, an im¬ 
portant factor in previous recoveries, is that it will at best 
register only a small increase. The number of houses started 
in 1961 is expected to be not more than 1,300,000. 

The prospects for foreign trade are also uncertain. A peculiar 
contradiction will make itself increasingly felt here. Main¬ 
tenance of the present level of exports is dependent on conti- 
n u a tton of the boom in other major capitalist countries. In 
t esc, however, overexpansion and excess capacitv are beoin- 

Xadv'lJf ar T 8 7 Wing mcasure - This development has 

ready ltd to a drive for export markets on the part of these 
countries who are both competitors of the US and importers 
of US goods. As it continues, it is bound to give rise to a 

SmteT ^ UCtl ° n ° f lmp ° rtS h Y these coun tries from the United 


The Growing Burden of Unemployed Capital 

Underlying these gloomy prospects is the growing dead 

weight of excess productive capacity. The economist Alvin 

H Hansen points out (New York Times Magazine, 12 March 
1961): 

V output has increasingly fallen below 

manufacturing capacity. In 195a, output fell 10 per cent below 

capacity; m 1958, 20 per cent. Currently, the margin between 
capacity and utilisation has widened to 23 per cent/ 

The steel industry, able to turn out nearly r 5 o million tons 
", steel- a year, operated at two-thirds of capacity in in6o 
Ihe auto industry, with an estimated capacity of lo million 

.o,:=X;7"L i ^r in ,his " ,icic - sh °« *«. 
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cars, currently uses about 60 per cent of it. In the aluminium 
industry, 30 per cent of capacity lies idle, in the textile industry 
25 per cent, and so on. 

This glowing burden of excess capacity has made itself felt 
in a falling off of investment in new plant and equipment. Such 
outlays reached a peak of some $37 billion in 1957. 1 95&> 

they fell to S30.5 billion. By i960, they had risen again to 
$35.7 billion, while for 1961 the estimated total is $34.5 
billion. Thus, the 1957 level was not regained in the subse¬ 


quent period. 

In sharp contrast to this, the 1957 figure exceeded the pre¬ 
ceding peak in 1953 by 30 per cent and this in turn was 28 
per cent higher than the peak of 1948. But while cutting down 
expenditure for new plant and equipment the top corporations 
maintain a high rate of investment for modernisation of their 
facilities, even in the face of already existing excess capacity. 
For instance, 70 per cent of the 1961 outlays for plant and 
equipment are destined for modernisation—the highest per¬ 
centage on record. The corporations are impelled to increase 
outlays for modernisation because of economic difficulties, the 
sharpening competition among them and on the world market, 
and the high rate of modernisation which has been taking place 

in other leading capitalist countries. 

In the words of the president of one major corporation, the 
watchword has become ‘automate or die.’ L. L. Colbert, head 
of the Chrysler Corporation, expressed it in a recent interview 
( U.S. News and World Report, 13 March 1961) as follows: 

Question: What is your reason for wanting more plant? 
Everybody has the idea that you have enough capacity for 

production. 

Answer: We at Chrysler feel that we have sufficient plant 
capacity for the time being—for the foreseeable future. But the 
necessity for investing in new equipment never stops. We have 
been in the process of replacing old equipment with up-to-the- 
minute versions month after month. And anv encouragement 
we can get from Washington in the form of a tax incentive 
for speeding up replacement programmes certainly will be 

welcomed by us. , . , 

The drive to modernise is vividly illustrated by the steel 

industry. Here, despite protracted operation far below capacity, 
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outlays for plant and equipment were raised from $>939 million 
in 1959 to almost $1.5 billion in i960. 

It is estimated that today the big steel companies can operate 
at a profit at as little as 30 per cent of capacity. For example, 
in i960 US steel, though operating at half capacity much of 
the year, recorded its highest yearly profit. The main purpose 
of investment in the steel industry is not expansion but the 
cutting of unit costs and the raising of profitability. 

The spending of large sums on modernisation has undoubted¬ 
ly served to bolster the volume of investment and thus to 
moderate somewhat the postwar economic declines which have 
so far occurred. On the other hand, it adds to the accumulation 
of excess capacity. It is plain that the present situation cannot 
continue indefinitely but must, in the face of the continued 
piling up of unneeded capacity, sooner or later give way to 

one necessitating sharp cuts in investment. Such °a time mav 
not he far off. y 


Nation's Number One Problc 


m 


The most disturbing manifestation of the limited character 
of the current economic upturn is unquestionably mass un¬ 
employment, which has come to be almost universally 
recognised as the nation’s number one problem. 

Since the 1957-58 ciisis, the rate of unemployment as 
officially estimated has never fallen significantly below 5 per 
cen^ By December i960 it had risen to nearly 7 per cent and 

vear a, m d ^ thr0U S h Ma Y In April of this 

year, more than 2,100,000, or 43 per cent of all those listed 

as unemploved, had been without jobs for 15 weeks or longer. 

And of these 900,000 had been out of work for six month.? or 

Dartdn, n addl , tl0n ’ S ° me 3 million workers were reduced to 

part-time employment. 

understate*^he^actuaI C extent''of 

employed only those actively looking for work ^cludin^he 01 " 1 ' 1 “ T' 
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Unemployment is especially heavy among factory workers, 
who are hardest hit by the impact of technological innovation 
and cyclical declines. In March 1961, for example, the rate of 
unemployment among skilled factory workers was 9.1 per cent, 
among semi-skilled workers 12.1 per cent, and among unskilled 
labourers 19.1 per cent. In contrast, only 4.9 per cent of clerical 
and sales workers were jobless. 

The problem of jobs is particularly acute among the youth. 
In the age groups below twenyfive years, unemployment is 
two or three times as high as among those over twentyfive. As 
jobs generally become scarcer and as a rising number of young 
people enter the labour market each year, due to the excep¬ 
tionally high birth rates of the war and immediate postwar 
years, for large numbers of youth the prospect of finding 
employment on leaving school becomes increasingly dim. 

Older workers are also affected. Though better able to hold 
his job because of his greater seniority, the worker over forty- 
five vears of age, once laid off, has extreme difficulty in ever 

j CD J - 

obtaining another job. Consequently such workers make up a 
disproportionately high percentage of the chronically jobless. 

Among the Negro workers, subjected to special discrimination 
and oppression, the rate of jobless is about twice that among 
whites. In some of our largest cities, Negro unemployment has 
reached truly alarming proportions. Thus, in Pittsburgh it was 
found to be 24 per cent, in Philadelphia 28 per cent and in 
Detroit 39 per cent. In some other cities it is much higher, 
running as hit^h as 71 per cent in South Bend, Indiana, or more 

than five times the rate among whites. 

The extent of the privation, misery and degradation visited 
on the Negro people by unemployment is truly appalling. Such 
are the economic fruits of Jim Crow discrimination in a land 
whose rulers unblushingly proclaim themselves the champions 

of democracy everywhere else in the world ! 

As the report of the Joint Economic Committee cited above 
indicates, an upturn will not produce evidently any big changes 
and may leave close to 7 per cent of the labour force still 

unemployed at the end of 1961. 

Merely to keep the rate of unemployment from rising, 

according to the AFL-CIO, would require an economic growth 
rate of 5 per cent a year. To reduce unemployment to 4 per 
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cent, Secretary of Labour Arthur J. Goldberg asserts, at least 7 
million new jobs would have to be created within the coming 
year. This would necessitate a rise of no less than 14 per cent 
in the gross national product. Whatever the relative merits of 
these differing estimates, the main point is clear: to bring 
about a substantial reduction in unemployment would require 
a far higher rate of growth than now appears to be in prospect. 

If the immediate outlook is discouraging, the longer-range 
prospects appear no brighter, for both the growth of the labour 
force and the elimination of jobs through technological inno¬ 
vation will be much accelerated. A report issued in March i960 

by the Special Senate Committee on Unemployment Problems 
concludes: 

The problem of unemployment will assume far greater pro¬ 
portions in the next ten years unless decisive action is taken. 
After each of the last three recessions the rate of unemploy¬ 
ment was higher than it had been before the recession. In the 
next decade the number of youths entering the labour market 
will increase by 46 per cent. Dislocations caused by automation 
and technological change will increase.' 

To cope with these problems an increasing rate of economic 
growth is required, whereas the actual trend in the growth 

rate has been downward and the current state of affairs cer¬ 
tainly offers no promise of a reversal. 


Mounting Economic Instability 

The character of the current recovery highlights anew the 
basic features of the postwar American economy, namely 
growing instability and tendencies to stagnation. This has now 
developed to such an extent that the unreality of the rosy 
optimism constantly exuded by the Eisenhower Administration 
as become only too painfully evident and its successor has 
been compelled to take a much more sober view of things. 

The report of the Joint Economic Committee states: ‘Re¬ 
covery from the 1960-61 recession, if there is recovery em- 
piiasises a singular and most disturbing fact. Since 100' each 
recess,„n has been followed by a less and less complete recovery 
Each recovery period has left a higher percentage of the labour 
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force unemployed than before, and a wider gap between the 
nation’s production and its productive capabilities.’ 

The trend is more graphically delineated in a statement issued 
by the President’s Council of Economic Advisers in March. The 
statement points out that ‘the three successive upswings from 
1949 to i960 lasted fortyfive, thirtyfive and twentyfive 
months respectively. In eleven months of the first of these, 
unemployment fell below 3 per cent. In the second it dropped 
only to about 4 per cent, and in the third only to about 5 per 
cent. A continuation of this trend is evident in the present 
upswing.’ 

All this serves to bear out once more the correctness of the 
Statement of the Eightyone Parties, which savs: ‘The richest 
of the developed capitalist countries of the world—the United 
States of America—has become a land of especially big chronic 
unemployment. Increasing undercapacity operation in industry 
has become permanent in that country. Despite the enormous 
increase in military appropriations, which is achieved at the 
expense of the standard of life of the working people, the rate 
of growth of production has been declining in the postwar 
years and has been barely above the growth of population. 
Overproduction crises have become more frequent.’ 

The growing instability of the economy reflects first of all 
the progressive abatement of the special conditions created by 
the Second World War, which by now have virtually dis¬ 
appeared. The deferred consumer demand growing out of the 
war has long been satisfied. The lag in renewal of fixed capital 
which developed during the depression of the 1930’s and war 
years has been more than overcome. The other capitalist 
countries have not only repaired the ravages of war, but 
have for a number of years been engaged in an active expan¬ 
sion and modernisation of their productive facilities. As a 
result, competition for markets has grown, and the share of 
the United States in world markets has declined. The economic 
position of the United States in the capitalist world is steadily 

deteriorating. 

Secondly, the rising economic instability reflects the shot-in- 
the-arm character of the stimulus provided by large-scale mili¬ 
tary expenditures. Today the basically harmful effects of 
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pouring 10 per cent of the national product clown the drain 
each year are asserting themselves more and more. 

In recent years the growth of economic instability in this 

country has begun to show some cjualitatively new features. 

One of these is the falling off of total investment in new plant 

and equipment noted above. Another is the fact that key 

industries like auto and steel reached a peak in production 

some years ago (auto with an output of some 9 million cars 

and trucks and steel with an output of 117 million tons in 

1 955 )> an d have lagged behind ever since. Above all, there is 

the emergence of large-scale unemployment which is a chronic 
problem. 

It would obviously be wrong, however, to seek to conclude 
from this that the economy is moving toward some sort of 
non-cyclical state of ‘permanent recession.’ The economic cycle 
is inherent in capitalist production and will continue to 
manifest itself as long as capitalism exists. 

The Fight for Jobs 


Amencan monopoly capital, beset by mounting economic 
difficulties at home and abroad, strives more and more strenu¬ 
ously to cope with them at the expense of the masses of 
working people. It is relying increasingly on the resources of 
t le state to bail it out through bigger arms budgets, tax rebates, 
new forms of subsidy and similar measures. It has launched a 

S° r f gainst organised labour, seeking through the 
aft-Hartley and Landrum-Gnffin Acts and other anti-labour 
legislation to hamstring the unions by bringing them under 
increasing government supervision and control. 0 In Tulv for 

vSof the e T n f? y H Ad i min 'f r ati ° n 3pplicd the ^Pro¬ 
visions, .the Tuft-Hartley Act to break the nation-wide 

seamens strike. At the same time the monopolies are con¬ 
ducting a drive against wages and living standards on the false 
giounds that these must be held down to maintain the W 

Th‘ Ve IT 6 poS,t,on ^American goods on the world market 
whTrh u a ’k eaCtl ° nary NatlonaI Association of Manufacturers, 

calls onenlv bC f C ° me lnCrCasmgl y vodf erous in recent months,’ 
expenditures for social welfare and huge tax cuts for the 
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monopolies. Together with other reactionary elements, it fights 
bitterly against even the limited concessions which the Kennedy 
Administration is forced to advocate. 

Now, on the basis of the shameful 5-4 decisions of the 
Supreme Court upholding sections of the McCarran and Smith 
Acts, designed in effect to outlaw the Communist Party, mono¬ 
poly hopes to use these police-state laws to create a dragnet for 
all progressive organisations. 

The American workers face formidable problems and sharp 
struggles. The existing provisions for the welfare of unemploy¬ 
ed workers are grossly inadequate, despite years of struggle 
to improve them. In March of this year, only 55 per cent of 
the jobless were receiving unemployment compensation, which 
averaged only 30 per cent of earnings. So meagre are these 
benefits that twice within the last three years Congress has 
been compelled to supplement them temporarily. Even more 
inadequate are the provisions for public assistance, to which 
unemployed workers are driven when they cannot obtain 
unemployment compensation, and to secure which they are 
often subjected to the most degrading requirements. 

The Kennedy Administration, despite its more sober view 
of the situation, has not accomplished much more than its 
predecessor, and its programme is insufficient to meet even the 
immediate needs of the people. To date it has pushed through 
Congress measures providing for a temporary extension of 
unemployment benefits, some increases in the minimum wage 
and minimal assistance to workers in depressed areas. Other 
proposals yet to be acted on include permanent improvements 
in unemployment compensation, increased social security and a 
programme of re-training for unemployed workers. Even these 
limited measures are under savage attack by the monopolists 
and their passage is far from assured. 

Though much has been said about the necessity of increased 
government expenditures to meet the people’s needs, in practice 
the main emphasis, as in the past, has been placed on increased 
military spending, as is evident from the Administration’s 
budget request for the fiscal year 1961. Its longer-range pro¬ 
posals are centred mainly on tax incentives to business to 
stimulate investment. 
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The top labour leadership has supported the Kennedy pro¬ 
gramme, though critical of some of its inadequacies. At the 
same time, the AFL-CIO has advanced an extensive economic 
programme of its own which has much merit and can serve 
as a basis for struggle. However, the programme has some 
serious shortcomings, chief among them the fact that it is based- 
on support for the policy of bigger arms budgets. 

Clearly, the situation calls for an all-out, militant struggle 
for jobs and security. Such a struggle must in the first place 
unite all sections of the working class, employed and unem¬ 
ployed. At the same time, this is not the fight of the working 
class alone but is part of the general anti-monopoly struggle 
by all sections of the people—small business, the working 
farmers, the Negro people and all others ground down by the 

trusts. With these allies the working class must unite in 
common cause. 

The fight for jobs must be based first of all on the fact that 

it is inseparably tied to the fight for peace. Growing numbers 

are shedding the illusion that arms production is the answer 

to unemployment, especially with the rise of large-scale layoffs 

in the aircraft and other arms industries as production shifts to 

missiles. But the loss of illusions cannot in itself bring about 

any success in the fight for disarmament. What is needed is a 

vigorous campaign for disarmament and for a peace economy 

as the basis for tax cuts, expanding outlays for social welfare 

and other measures which will serve to enhance greatlv the 
prospects of employment. 

As automation and other technological improvements take 
an increasing toll of jobs, the demand for a thirty-hour week 
with forty hours’ pay takes on ever greater urgency. This 
demand cannot be won, however, without a militant anti- 
monopoly crusade embracing the entire labour movement. 

1 he fight for the welfare of the unemployed is, as we have 

seen, far from won. In particular, drastic improvements in 

unemployment compensation are needed, to assure to every 

unemployed worker, without exception, adequate benefits to 

be paid for the full duration of his unemployment. In addition 

to this, serious attention must be given to the training of 

youth and unemployed workers generally, together with proper 
provisions for relocation. 11 

CC 5 
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At the heart of the struggle is the fight against the discrimi¬ 
nation against Negro, Puerto Rican and Mexican-American 
workers. This must include a demand for special aid to the 
Negro communities as depressed areas. 

These demands form the necessary foundation of a pro¬ 
gramme of effective struggle, directed against the giant mono¬ 
polies and their efforts to place the burden of depression and 
unemployment on the backs of the workers. In the course 
of such struggles, American workers can be brought to see 
more clearly the immense achievements of socialism, particular¬ 
ly its eradication of the plague of unemployment, and many 
of them can be won to the cause of a socialist America. 

Such is the essence of the programme advocated by the 

Communist Party. The fight against unemployment is not a 

temporary one. It will continue and will gain in scope and 

momentum. And despite all the efforts of reaction to silence 

them, American Communists will be found in the forefront of 
the struggle. 
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A. RUMYANTSEV: THE SUBJECT OF OUR DISCUSSION IS THE 

features and the forms of the crises and economic cycles of 
modern capitalism. 1 his theme is not only of theoretical 
significance. It is also an important practical problem. 

The capitalist cycle in the broad sense is a matter of the 
prospects and forms ol capitalist economic development, 
f.lucidation of the wav in which the law of crises and cycles 
operates in our time means examining the basic and specific 
features of capitalist development in this new stage of the 
general crisis of capitalism. And from this it follows that the 
correct answer to the problem of crises and cycles will contain 
the key to the many other pressing issues now holding the 
attention of the world communist movement. 

Cycles and crises are a problem at once both new and old, 
solved and unsolved. It is not new inasmuch as the course of 
capitalist production has been systematically disrupted by 
recurring crises ever since the economy of Britain experienced 
its first crisis in 1825. 1 he problem has been solved once and 
lor all in the sense that history has fully confirmed the funda¬ 
mental precepts of Marxism-Leninism concerning the causes of 
economic crises and their inevitability in capitalist society. 
Whatever the form of capitalist production—be it pre-mono¬ 
poly, monopoly or state-monopoly capitalism—crises are an 
essential ingredient of it. The fluctuations of capitalist repro¬ 
duction s ,nce the Second World War, particularly the four 
postwar crises in the USA (.948-49, i 9 53 - 54 . >957-58 and 
1960-61), have demonstrated the fallacy of the claims made by 

bourgeois economists that capitalism has entered a period of 
smooth, crisis-free development. 

*1his is the abridged transcript of a round-table discussion of the features 

CiTiiun i.X UsTTnd who 

the d,scu “‘ on 1 * tl'e Editor in-Chief of the World Marxist Review. 
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Yet if we limit ourselves merely to repeating axioms, we 
shall not get far in exploring the features and forms of capitalist 
reproduction since the Second World War. Nor will our in¬ 
vestigation be fruitful enough if we expect to find ready 
solutions for new problems and base our deductions on analogies 
between the new crises and the old. Undoubtedly, the crises of 
the past and the present have much in common, inasmuch as 
the process of capitalist reproduction has not undergone any 
fundamental change. But we are interested now not in the 
general but the particular, since it is the specific features of the 
modern crises and cycles that reflect the new phenomena, the 
Marxist study of which is so pressing a requirement of the 
international working-class movement. There is no need for 
me to dwell in these opening remarks on the new elements 
in the development of the capitalist economic cycle. I shall 
but stress that the pattern of the postwar crises differs greatly 
from that of cyclical development not only in the 19th century 
and early years of this century, but also in the thirties. Suffice 
it to mention the protracted asynchronism of the world eco¬ 
nomic cycle and the absence of clear-cut cyclical crises in 
Western Europe; the chronic dislocation of the usual phases of 
the cycle; the growing frequency and at the same time the 
relatively short duration and diminished depth of the economic 
crises in the USA. We can, I think, say that some of these 
processes have already assumed the nature of a law; at any rate 
the postwar development of capitalist economy suggests such 
a conclusion. An analysis of this development shows that the 
many fundamental changes in the capitalist cycle are due not 
to accidental, transient factors, but to the new objective his¬ 
torical conditions in which capitalism finds itself, namely, the 
division of the world into two diametrically opposed socio-eco¬ 
nomic systems, the disintegration of the colonial hinterland 
of imperialism, and the entry of the capitalist society into the 
stage of state-monopoly capitalism. As for the absence of clearly 
defined world crises or of crisis eruptions in Western Europe, 
these can hardly be assessed as being due to the operation 
of any law. Both, unquestionably, are temporary conditions. 
But many of the ‘unusual’ processes of capitalist reproduction 
which formerly we correctly regarded as departures from the 
rule are now becoming more and more typical. 
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It is to discuss these questions which, as I have said, are 
of exceptional importance for the struggles of the working 
class, that we have gathered around our editorial round table. 
This kind of discussion provides for both papers prepared in 
advance and for a frank exchange of opinions and friendly 
debate. This, we think, is the most expedient way to examine 
the complex and still unelucidated problems connected with 
the contemporary economic cycle. 

The following points are suggested for discussion: (1) the 
deformation of the cycle; (2) state-monopoly capitalism, techno¬ 
logical progress and reproduction, and (3) the impact of world 
socialism, of the break-up of the colonial system, and of the 
class struggle waged by the working people on modern cvclical 
processes. If there are no objections, we can begin our discus¬ 
sion. And so, the first point on the agenda is: 

I. THE DEFORMATION OF THE CAPITALIST CYCLE AND THE 

REASONS FOR THE DEFORMATION 

J. Schmidt: It can be assumed from our preliminary discus¬ 
sions that not all of us are of the same opinion about the 
deformation of the modern capitalist cycle. 

R. Bellamy : The whole concept of deformation of the 
cycle seems to me to assume that there is something regular 
to deform. But can one say that there has been a regularity in 
the development of economic cycles over any historical period ? 

f. Schmidt: Comrade Bellamy is quite right. It would be 
naive to believe that the cycles and crises of the days of free 
competition were absolutely identical. The same holds true 
or the cycles of the stage of monopoly capitalism. And vet 
we have good grounds for speaking about a deformation of the 
cycles and crises in the period since the Second World War. 
There is a very big difference between the prewar and postwar 
cycles. Never before has there been such an upset in the world 
cycle. On the one hand, we have seen an especially protracted 
boom in the European capitalist countries and in Japan. Since 
1950 this boom has been interrupted only by minor partial 
crises. On the other hand, there have been frequent but 
relatively mild crises in the United States. These facts make it 
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possible to speak about a far-reaching deformation of the 
postwar cycle. 

L. Urban : First about the so-called ‘deformation of the 
cycle’. I would like to pose a simple and, it may be, a naive 
question: what do we mean by deformation of the cycle? 
Comrade Schmidt has shown only the specific features of post¬ 
war cyclical development. And I agree with his definition of 
these specific features. But we are still unclear as to what we 
mean by deformation of the cycle. If we say that the postwar 
cycle has been deformed, this means a deformation compared 
with the prewar cycles. But during the inter-war years, too, the 
cycle was said to be deformed. At that time, perhaps, com¬ 
parisons were made with the cycle of the period before the 
First World War. But even here we would have to admit a 
deformation of the pre-1914 cycle since it was interrupted 
by the war. 

What we get, then, is on the one hand, a prolonged period 
of deformed cycles and, on the other, an era of ‘normal’, or 
‘classical’, cyclical development. 

It has become customary to regard as ‘classical’ that cycle 
which consisted of four regularly recurring phases and which 
was typical of the 19th century. But such development was 
neither ‘classical’ nor ‘normal’, it was simply a reflection of 
the features and peculiarities of the epoch of pre-monopoly 
capitalism. It was that development which Marx studied. 

Marx’s theory of crises contains, on the one hand, general 
concepts applicable to capitalism as a whole, including mono¬ 
poly capitalism. On the other hand, it should be borne in 
mind that Marx based his analysis on the conditions obtaining 
in the epoch of free competition and, naturally, he could not 
foresee the impact on the cycle of the many economic and 
political factors that arose only in the epoch of imperialism. 

If we are to apply Marx’s method correctly, we should not 
reduce our study of cyclical development of monopoly capital¬ 
ism merely to comparing the cycles of the 19th and 20th 
centuries and stating the differences between them. For this 
approach would imply that the new in the cyclical development 
in this century is brought in from without, and in the final 
analysis the deformation would appear to be something for- 
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tuitous and even abnormal. If this were so, we would be led 
to the view that after a certain time the 'normal' cycle would 
be restored. But I am convinced that this restoration is ruled 
out. In the conditions of monopoly capitalism the so-called 
‘deformed cycle' is not the exception, it is the rule. And this 
being so, it can no longer be regarded as deformed, since by 
deformation we usually infer a deviation from the typical , a 
kind of yardstick for assessing all other crises and cycles. 

We should not, in my view, be carried away by the tern? 
‘deformation’. It will be much more expedient to concentrate 
on studying the new factors which have contributed to the 
profound changes in the cycles of our century. 

Among these the following four merit attention: monopoly 
domination, the general crisis of capitalism and, notably, the 
division of the world into two systems, state intervention in 
capitalist economy and world wars. I would stress the signi¬ 
ficance of studying the role played by the monopolies in the 
process of capitalist reproduction and accumulation. We often 
say that the monopolies are the economic essence of imperial¬ 
ism, but we have not made an adequate study of their influence 
on the capitalist cycle. 

There are, of course, other factors as well. You all know, 
for example, that Marx based his analysis of reproduction on 
the metallic currency in use in his day. But in our times it is 
mostly paper money that circulates in the capitalist countries. 
This, naturally, has its effect on the course of reproduction. 

A comprehensive analysis of the new factors that have 

appeared in the epoch of imperialism would enable us to evolve 

a theory of the cyclical development of monopoly capitalism. 

We should no longer confine ourselves merely to describing the 

new phenomena—what is needed is a profound and all-round 
analysis. 

R. Bellamy : I would be prepared to reject the concept of 
‘deformation’ altogether, because it detracts our attention from 
the sum totality of the internal contradictions of capitalism, 
including economic, political, military and cultural and, above 
all, the contradiction between basis and superstructure. I do 
not deny that it is legitimate in a certain historical epoch to 
construct a model of expanded capitalist reproduction, in which 
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political and other social phenomena play only a minor role. 
But such a model has no more right to be called classical than 
a model which is built on the basis of state-monopoly capitalism 
alone. Should we attempt to build such a model for the postwar 
period, we would encounter the following circumstances. The 
first proposition is the simple one with which, I think, all will 
agree, that we are dealing with a process of expanded capitalist 
reproduction. I stress the word expanded, because from reading 
some of our textbooks and some of our past writings one might 
get the impression at times that under the conditions of 
monopoly capitalism we are dealing with a contractive capitalist 
reproduction. It is worth while recalling that in his work on 
imperialism Lenin stressed that under conditions of monopoly 
capitalism the growth of production may go on even more 
rapidly than before. 

And I would be so bold as to suggest that at least two propo¬ 
sitions that occur in many works about the general crisis 
should be abandoned. One is that the period of the general 
crisis is necessarily accompanied by chronic mass unemploy¬ 
ment, and the second, that it is necessarily accompanied by 
by chronic under-utilisation of capacity. The period from 
J940 until roughly 1955, that is a period of about a third of 
the whole of the general crisis, has been marked in many 
capitalist countries by a lower level of unemployment and a 
shortage of capacity. 

Now may I come to the central thesis. The process of 
expanded reproduction takes place in conditions of the shar¬ 
pened contradiction between productive forces and production 
relations. And the production relations in their turn are 
affected by the superstructure. Among Marxist economists in 
Britain there is a considerable controversy about the question 
whether or not one should regard the productive forces as 
always the leading element in this contradiction. If you 
regard the productive forces as always the leading element 
you then begin to look at questions of technical progress, at 
new industries that are growing up and what is the character 
of the productive forces in them. And there is no doubt that 
some comrades have concentrated a very great deal of attention 
on that question. I think that if I were to deny the leading 
role of the productive forces in the long run of social develop- 
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ment, I would not be a materialist. But for any short period 
it seems to me that to insist on the leading character of the 
productive forces is to be undialectic. 

Naturally I would not want to ignore the important changes 
in the character of the productive forces. Clearly, these are 
considerable and they must be taken into account. I do not 
think anyone will dispute the fundamental importance of two 
new socio-economic factors of the postwar period which have 
had a tremendous impact on capitalist reproduction. The first 
is the socialist world system. In the earlier postwar years it 
had a limited impact upon the economic deve opment of capi¬ 
talism. But its role is increasing very rapidly. It is increas¬ 
ing not only in the political and ideological spheres, but also 
in the sphere of world trade, primarily in the relations between 
the socialist world and the underdeveloped countries. This 
brings me to the second point, namely, the impact on the 
world capitalist cycle caused by the increasingly rapid disin¬ 
tegration of the colonial system. As the economies of the 
former colonies begin to grow (especially with the assistance 
o socialist economic aid) the impact of these countries upon 
the world market becomes very important for the cycle. 

And now the last point I want to make. The key feature 
of the postwar period has been the cold war which is the 
expression of the severity of the sum total of the contradictions, 
economic and political, of our times. No comrades will deny 

that full-scale war alters the cycle quite fundamentally. But 

to a certain extent the impact of the cold war upon the cycle 
is much the same. Cold war expenditures (and these are not 
simply arms expenditures) are one of the main levers of the 
UCnce of state monopoly capitalism upon the economy to 
c a woe series of contradictions. And this process in its 

basis IIK UdeS the interfere nce of the superstructure with the 
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74 


CRISES AND THE CAPITALIST CYCLE 


the second and third stages of the general crisis of capitalism. 
The postwar deformation of the cycles and the crises cannot 
he likened to the deformation of the past. 

And now a word to Comrade Bellamy. You suggest that 
such concepts as chronic under-utilisation of capacity and 
chronic mass unemployment during the general crisis of capi¬ 
talism should be abandoned. I think they should not. What 
we should stress is that these are uneven processes. Isn’t it a 
fact that in the United States there is chronic unemployment 
affecting several million, and this has been the case ever since 
the end of the Second World War? I could adduce more 
arguments but I don’t want to take up the time of the 
com rades. 

A. Rumyantsev: I would like to dwell briefly on the 
concept of the ‘deformation’ of the cycle. Comrade Urban 
has substantiated in an interesting and well-argued way the 
need for studying the new elements in the present-day cycle. 
He also expressed the view that this was in essence an abso¬ 
lutely new cycle of the period of monopoly capitalism. 

It goes without saying that in our analysis of the current 
cycle we should not lose sight either of the monopoly domi¬ 
nation, state intervention in the economy, world wars or the 
impact of the socialist system. But does this mean that the 
present-day cycle has nothing in common with the cycles of 
the past? Cyclical development is inherent in capitalism, has 
been since its inception and will be until its complete abolition. 
There is not, nor can there be, non-cyclical capitalist repro¬ 
duction. But different cycles have their specific features, and 
if we see that at any given period the cycle assumes one 
form, then another, then we are entitled to sav that its form 
has changed, i.e., there has been a deformation of the cycle. 

I am rather surprised to hear it said that no deformation 
has taken place but that simply some kind of new cyclical 
development has come into being. If this were so it could 
be said that at first there was one kind of capitalism which 
later was replaced by another different kind of capitalism 
utterly unrelated to the past. The growth of capitalist pro¬ 
duction relations introduces certain important changes into 
the capitalist cycle but it does not abolish its essence. Were 
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we to rule out the question of the normal, so-called ‘classical’, 
cycle (although I for one am not happy about calling it classi¬ 
cal), nothing would be left of capitalism as a single system. 
For this reason I think that the term ‘deformation of the cycle’ 
is not wiong. It is perfectly justified because it expresses a 
dual process. On the one hand, it stresses the continuation 
of extended capitalist reproduction with a cyclical course of 
development and, on the other, it demonstrates that new 
factors have arisen in this development, factors engendered by 

monopoly domination and the growth of state-monopolv 
capitalism. 1 J 


A. Pesenti: I have listened with keen interest to Comrades 

Urban and Bellamy. I fully agree with some of the points 

made by Comrade Bellamy. As for deformation or any other 

term to denote changes in the cycle we in Italy usually say 

‘modification’. By this we mean'that the essence of the cycle 

remains, but the form in which it is manifested changes. 

I think it is not our job to rediscover the law of unequal 

development of capitalism. Still less is it our task to reaffirm 

that each cycle has its own history. I think that the purpose 

of our discussion is to get a better understanding of and to 

explain from the Marxist standpoint the economic reality to 

examine the general laws and conditions which determine’the 

process of reproduction in our times. Only by so doina shall 

we be able to obtain results that will help us in our search 

for the most effective means of struggle for the interests of 
the working people. 

r Y e f n a " d wc ‘dear’ the course of the postwar 

cyde of such special circumstances and ‘cataclysms' as the 

Korean War, the Suez crisis, and so on. This will enable us 

of fheTvcT ‘t ? uses affecting the traditional run 

.he cycle To my mind, these causes are three in number: 

(1) the class struggle in the capitalist countries; 
r! 'the ""n aC ‘ 0n ca P ital j s ™ of the socialist world system; 
countries""” Y ^ gr ° Up ° f "ewlyliberated 


s. Menshikov: When we talk about a deformation of the 

cycle we do not imply any radical change in the character of 
capitalist reproduction. What we mean is the specific features 
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of present-day cyclical development. The basic law of a cvcle 
can be defined as the recurrence of crises over definite spans 
of time. Marx demonstrated that the abundance of crisis 
phenomena does not add up to a simple chaotic conglomera¬ 
tion. He was able to see in this chaos of crises, depressions, 
recoveries and booms a common feature—their periodic regu¬ 
larity. It has been correctly said here that none of the cycles 
of the 20th century has resembled the other. Things were 
much the same in the 19th century—none was a copy of the 
other. It was the merit of Marx that in the differences in 
the cycles he saw their common denominator, and elaborated 
his theory of periodical crises of overproduction. 

At first glance, present-day capitalist reproduction appears 
as an extremely complex conglomeration of the various phases 
of economic development. The thing is to find in this conglo¬ 
meration the general and concrete mechanism of the operation 
of the law of crises, a mechanism typical only of our times. 

All of us agree that the postwar cycle has not followed the 
strictly classical pattern. Hence Comrade Urban has suggest¬ 
ed that a cvcle theory should be elaborated for the period of 
monopoly capitalism, a theory which would carry forward 
Marx’s teaching on crises. I do not share this view. Nobody, 
of course, denies that there have been definite changes in the 
periodicity of crises as well as in the course of capitalist repro¬ 
duction. These changes can be described as deformation or 
modification or as something else. After all it is not words 
that matter. But since both terms are widely used in Marxist 
literature, I see no reason why we should not continue to use 

them. 

In my view, deformation of the cycle can be defined as an 
essential qualitative change in the way in which the law of 
crises is manifested. This change affects both the character of 
the phases of the cycle and their sequence. An important 
element here is the appearance of periods in the economic 
development of separate countries and of capitalism as a 
whole which do not fit in with any of the phases. I believe 
that deformation of the cycle is a phenomenon peculiar to the 

period of the general crisis of capitalism. 

I have examined the symptoms of deformation in the 

various cycles of the 20th century with a view to finding the 
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reason for the specific manifestations of the deformation in 
each case. We all know that capitalism suffered its most 
acute crisis of overproduction in 1929-33. Can we say that 
that cyclical catastrophe was a normal or, so to speak, classical 
crisis? I don’t think we can. What kind of a classical crisis 
was it if it shattered the entire credit system of capitalism, 
practically suspended the export of capital, and for a long 
time held up the large-scale renewal of plant? The 1929-33 
crisis erupted as a result of cyclical and non-cyclical contra¬ 
dictions which had their roots in the general crisis of capi¬ 
talism. 

Let us turn to the subsequent crisis—that of 1937-38. The 
1 937'38 crisis did not affect Hitler Germany, Japan and Italy. 
The United States entered the crisis, which had not been pre¬ 
ceded by a boom. We see, therefore, that a pronounced defor¬ 
mation of the world cycle took place at that time. 

Pronounced deformation of cyclical reproduction has been 
typical also of the postwar period. The immediate reasons for 
it can be summed up as follows: the impact of the socialist 
world system, the consequences of the disintegration of the 
colonial hinterland of imperialism, the new conditions in 
which the class struggle is developing, the growth of state- 
monopoly capitalism, militarisation of the economy, and the 
revolution in science and technology. 

More factors could be cited. Comrade Urban has men¬ 
tioned the transition from the gold standard to paper money. 
This is highly important. I believe we should also take 
account of the foreign exchange crisis and its various mani¬ 
festations, because this crisis has played a very big role in 
disrupting the harmony of the postwar cycle. 

R. Bellamy: An attempt to reduce the changes in the post¬ 
war cycles to deformation generates a tendency to impose a 
certain pattern on events instead of undertaking the much 
more difficult task of the concrete analysis of the contradictions 
embedded in contemporary capitalism and their impact on the 

L. Urban : I would like to return to the general aspect of 
the problem in order to clear up some of the differences which 
still exist between us. One reason is the approach to Marx’s 
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theory of crises and the way in which we should use this 
theory today in explaining cyclical development. 

To my mind, we should distinguish between two aspects of 
this theory. The first is general concepts which provide the 
key to the understanding of both stages of capitalism. But we 
also find in Marx’s theory concepts which are a reflection of 
conditions peculiar to the 19th century. 

Let me remind you briefly of some of these conditions. First, 
Marx analysed a structure of industry which differed from 
that of today. In those days the textile industry was the 
leading branch, while engineering was still in its infancy. 
Modern capitalism is distinguished from the capitalism of last 
century also by different rates of technical progress and dura¬ 
tion of capital turnover. Again, we should take full account 
of the fact that gold was the currency of the 19th century, 
today it is paper money. At the time when Marx was writing 
Capital the world market was only beginning to take shape, 
and capitalist relations of production were confined to a few 
West-European countries, to sav nothing of the fact that Marx 
was unable to analyse factors of which I spoke earlier: mono¬ 
polies, state intervention and world wars. 

In our century the conditions in which capitalist reproduc¬ 
tion takes place have radically changed. But is it possible to 
reduce these changes to deformation alone? I would not be 
against this concept provided it did not create the impression 
that the changes are something abnormal and fortuitous. To 
my mind, that which we describe as deformation is perfectly 
normal for the stage of imperialism and the general crisis of 
capitalism. And it would be a vain hope to expect that the 
cyclical development will in the future assume its old form at 

times. 

To speak about a deformation of the cycle would be tanta¬ 
mount to saying that we are not yet fully capable of theoreti¬ 
cally explaining the course not only of the postwar cycles 
but also of those of the stage of imperialism as a whole and 
the general crisis of capitalism. The combined efforts of 
Marxist economists in the different countries have, it is true, 
yielded considerable results in this respect. But as yet no 
theory of cyclical development in the epoch of imperialism 
and the general crisis has been elaborated. This reflects not 
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only our theoretical weakness. It would be wrong to assume 
that only subjective reasons prevent us from explainina the 
new processes from the standpoint of Marxism. There are 
objective causes as well. I would like to say a word about the 
development of theory in general. When a theoretical 
generalisation is made, and then after some time some new 
facts which do not fully bear out the conclusions come to liaht 
ese facts are at first reasoned as being the exception. But 
gradually the new phenomena accumulate, and with their 
accumulate comes the need to assess them and carry forward 
the theory. I think that a similar situation has arisen with 
regard to the theory of the cycle. Marx’s theory appeared on 

But ceitain new and important phenomena appeared with the 
onset of imperialism and, still more so, in the period of the 

deformadon 5 of ‘"T , At first we could speak onlv about 

nd °;S‘° Td the r ° ,C p,aycd bv phenome'na 

processes. Today, in my view, we have this opportunity. 

O. Reinhold: I fully share the view that Marx’s concepts 
of the cycle are applicable to our times, too. The cycles conti¬ 
nue to preserve all their phases. And as long as capitalism 
exists other development is unthinkable. But at the same 
time I agree, that nowadays the cycle develops differently from 

what it did m the 19th century or in the period before the 
Second World War. 

I | M „ * I . T • | _ not because we 

consider it something abnormal that will disappear as time 

goes on. In saying this we merely wish to emphasise that 

nowadays the cycle has changed considerably compared with 

the general cri ^ s of capitalism. Comrade 8 Menshikov and 

hetors P Th"J memi ° ne f 3 whole nunl her of these 

quatoive aspect n<>W " “ * ‘ h ° r ° Ugh of th - 

A. Rumyantsev: All of us, I think, are in agreement with 
Comrade Re.nhold. The time has come to pass from the gef 
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ral problems to a concrete analysis of the mechanism through 
which the above-mentioned new factors exert their influence 
on the cycle. At the opening we grouped the points under 
discussion so that we could more thoroughly discuss each 
group of questions. Therefore, allow me to suggest the follow¬ 
ing theme: 


II. STATE-MONOPOLY CAPITALISM, TECHNOLOGICAL 

PROGRESS AND REPRODUCTION 

T. Schmidt: It is unquestionable, in my view, that of all 
the factors modifying the course of the postwar economic 
cycles and crises, the most important is state-monopoly capi¬ 
talism, chiefly in the shape of state consumption. Here the 
biesest role is played by military orders and also by govern¬ 
ment purchases of agricultural surpluses. l n J 9^9 P urc *5^1 
by federal, state and local authonties in the USA amounted 
to a bare one-twentieth of the total. By 1959 they had 

soared to roughly one-fifth. Clearly, state consumption on 
this scale cannot but have a substantial effect on reproduction. 

I should like to note another important P° in J-“* e < 
of state-monopoly capitalism on the structure of the labour 
force. It has been estimated that nearly one-fourth ot the 
industrial and office workers in the USA are employed 

government-owned factories and offices or in P nva ® J 
prises working on government orders. From this the apolo 
gists of modern capitalism usually deduce that an era has se 
fn of crisis-free development marred only by isolated depres¬ 
sions Postwar capitalist development, however, completely 

refutes this fable. Where indeed is state-monopoly capital- 

iSm ,h m0 USA 8 tha y t ^^experienced^four^economic crises since 
'the end oflhe war On lhe other hand, it wouldI be wrong » 

deny that state-monopoly measures have an ^ 

mic cycle. In some cases such measures can an( j 

eruptions. The question, however, is a comp ic 

requires serious Marxist analysis. 

H. Tammer: I agree that the role of beaver- 

is growing. But new capital investments should not be 
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looked. For the intensity and duration of the boom in one or 
another cycle depend largely on the scale of these investments. 

New investments are now largely financed bv the monopo¬ 
lies with the aid of the state budget, i.e., at the expense of 
the taxpayer. State investments have plaved a particularly 
big part in the economic development of Western Germany, 
where they amounted in 1050-1958 to 35 per cent of the 
total. In the same period the share of government-financed 
investments in the USA, Britain and France ranged from 12 
to 16 per cent. This explains why the rate of accumulation 
since 1945 has been higher in Western Germany than in many 
other capitalist countries and why its economy has been ex¬ 
panding considerably faster than that of the USA, Britain 
and France. The percentage of investments in production is 
also higher in Western Germany. Whereas Britain and 
France have channelled 44 per cent of all investments to the 
non-production sectors, and the USA as much as 50 per 
cent, the corresponding percentage in Western Germany is 
only 38. Production investments have facilitated the rapid 
economic development in Western Germany and have streng¬ 
thened its competitive position on the world market 


Y. Barel : It is commonly accepted that in the West Euro¬ 
pean capitalist countries exploitation of the working class has 
been greatly intensified since the war. But for all that in 
my opinion, the gap between production and purchasina po ’wer 

1^, 1 „ 1, * 1 ^ . a crisis inevi¬ 

table. It is also interesting to note that crises now cause less 

fluctua ion in purchasing power than they used to; consumer 
demand shows a certain stability. 

satingnu' Tu™ f ° F ^ stabi,it y ? F "st, the compen¬ 
sating role played by government orders. These are increased 

whenever consumer demand tends to decline. Another rea 

son is that in a number of capitalist countries the purchasing 

aToInttv a§nCllltUral P°P l dation has been stabilised up to 
a point by government propping of farm prices. 

Most important however, is the increased share in the 
national income of incomes not directly dependent nn ft, 
economic situation (incomes of civil servants, members of the 
rme orces, persons engaged in service industries), and also 

CC 6 
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changes in the nature of investments. 

Formerly investments were financed mainly by the issue of 

shares and bonds by joint-stock companies. This made private 

investment very unstable inasmuch as the money market is 

exceedingly sensitive to the slightest fluctuations in business 

activity. The crises of the past were always accompanied by 
financial crashes. 


But much has changed since then. Now the money market 
is under the strict control of the monopolies and the state. 
Crises today are not accompanied by panic on the stock ex¬ 
change or by bank failures. The money market has lost its 
former significance as a source of finance, its place having 
been taken by state- and self-financing. In France, for 
instance, almost half of all investments are provided either 
directly or indirectly by the state. It is also common know¬ 
ledge that a sizable part of capitalist profit is no longer distri¬ 
buted in the form of dividends, but is retained as undistributed 
income and reserve funds. 


A feature of the present situation is the debiting of an 
increasing share of the total investment to depreciation. The 
prices fixed by the monopolies include inflated depreciation 
costs—a price policy that channels to the monopolies values 
created in agriculture, state industry and the non-monopoly 
sectors of the economy. 

Being in the saddle politically, the monopolies hold the 
government purse-strings and therefore are able in some 
measure to regulate investment policy. The French iron and 
steel industry, for example, plans investments years ahead, 
and experience shows that these plans are carried out to a 
considerable extent. I believe that the changes in the methods 
and pattern of financing investment have helped to reduce 

cyclical fluctuations. 

However, the importance of these changes should not be 
exaggerated. New investment is made by the monopolies only 
if it promises to raise the rate of profit or at least prevent it 
from declining. But no monopoly concern can be sure of 
netting the anticipated return. This in itself predetermines 
the limited nature of long-range regulation of investment. 
Moreover, such regulation proceeds only within the framework 
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of separate monopolies, since there is no coordination of invest- 
ment policy between them. 

Y. Ostrovityanov : Rapid growth of state-monopoly capi¬ 
talism is the typical trend in contemporary capitalist society, 
the general line of development of the capitalist relations of 
production One of the reasons for this is the specific features 
of present-day capitalist reproduction. Extended reproduction 
in monopoly-owned branches of heavy industry requires vast 
amounts of social capital and a redistribution in favour of the 
monopolies of the value and surplus value produced in other 
sectors of the economy. This can be done only throuah the 
monopoly-dominated capitalist state with its powerful, highly 

ramified economic machinery. State-monopoly capitalism is" the 

foundation on which modern capitalist reproduction rests. 

et in analysing crises, many Marxist economists often 
tend to separate the cyclical regularities from the state-mono- 
p y processes and counterpose one to the other The law of 

Xch l H ,V0 1 Ced f T the “ ncre * historical situation il 

“ * £=Lf zrz&L'Tz 

■iv vi F de ;?rr 

parallels “drawn'0"™ and 
pre-monopoly ““ ^ of t^e 

th !’"8 h il may seem, this underestimation of 
the state-monopoly processes can, in a way, be regarded as a 

and Pr the' Ct f Uf thC StrU . ggle against bourgeois economic theorists 

capitalism. The point is that the capitalist ideologies refor 
mists and revisionists regard the so-called ‘managed “capitalism’ 

« offered as ‘proof of the gradual disappearance ofThe 0 Mec 

tive cyclical regularities. In arguing against these anti 
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revert to the classical cyclical pattern. The experience of 
postwar capitalism has not borne out these predictions. On 
the contrary, the past 16 years have shown that the deformed 
cycle is not the exception, but rather the rule, the typical 
feature of modern capitalism. Therefore it is particu arly 
opportune to recall the counsel of Marx and Lenin that the 
best way to combat bourgeois and opportunist ideology is 
not to ignore the new developments but to assess them crea¬ 
tively, from the Marxist-Leninist standpoint. 

If we approach from the Marxist-Leninist standpoint the 
new factors at work in capitalist expanded reproduction, we 
shall see that these very factors are the most cogent refutation 
of the bourgeois and reformist theories of a crisis-free capital¬ 
ism. In the final analysis state-monopoly capitalism, anti- 
crisis regulation included, tends to exacerbate the contradic- 
tions underlying crises. State-monopoly capitalism accelerates 
the process of capitalist socialisation of the productive forces, 
makes production more and more social in nature. At the 
same time it seeks to perpetuate private appropriation by 
mustering in its defence all the power of the state and the 
monopolies. This shows that state-monopoly capitalism is 
synonymous with the continuous aggravation of the basic 
contradiction of capitalism—the contradiction between the 
social character of production and the private form of appro¬ 
priation—the root cause of economic crises. 

How, then, does state-monopoly capitalism affect the econo¬ 
mic cycle? US experience shows that it raises barriers to 
the fulfilment by crises of their objective historical role. The 
historical function of crises is, as we know, forcibly to solve 
the contradictions of capitalist reproduction, to restore a tem¬ 
porary, short-lived balance between production and consump¬ 
tion, supply and demand, to establish for the moment the 
proper proportions in the economy. Now the operation of 
this machinery is disrupted by the intrusion of state-monopoly 
factors in the cycle. The use of these factors to counteract 
crises prevents a rapid increase of production in times of 
upswing, slows down the drift of the economy into the trough 
of a new crisis, at times stimulates premature recovery, and 
ensures rising prices and profits during crisis eruptions. As a 
result, each of the postwar crises in the United States has left 



ROUND TABLE 


85 


in its wake a host of unsolved cyclical contradictions. These 
contradictions in turn have slowed down the cyclical upswing, 
shortened the recovery phase, and cut the time-span between 
the successive industrial crises. Consequently, state-monopoly 
capitalism is adding to the instability of the US economy. 
This instability is manifested in the frequency of the crisis in 
constant ups and downs in business activity, in the alternation 
of brief booms and slumps. On the whole, the postwar cycle 
has been hitting US capitalism harder than the preceding crises 
(with the exception of 1929-1933), which paved the way to 
stable upswings of greater or lesser duration. The effects are 
being felt primarily in the rate of economic growth, which, 
regardless of all the efforts of the ruling class, has not exceeded 
an annual average of 2.5 per cent. 

A. Pesenti: In our days state capitalism is the main instru¬ 
ment of the economic policy of the ruling capitalist class and 
is, unquestionably, the chief economic cause of the changes in 
the course of the cycle. But we must agree on a definition of 
-state capitalism, inasmuch as this general term is often used 
to describe very different economic phenomena. 

It seems to me that state intervention in the economy 
should be distinguished from state capitalism in the true sense 

of the word. The economic functions of the capitalist state 
can be roughly characterised as follows. 

Indirect state intervention. The state maintains the price 
level and the demand for monopoly goods, subsidises capitalist 
expenditure for production, facilitates the development of 
exports and influences profits and wages through manipula¬ 
tions of the money market. One purpose of these measures is 
to lower production costs and ensure profits in the branches 
affected by crisis. Of course, indirect state intervention influ¬ 
ences capitalist reproduction. It prevents the average rate of 
profit from dropping, and stimulates investment—the basic 
factor in expanding production. Active state intervention can 
help, for example, to stave off the collapse of one or another 
branch of industry, compensate for losses, maintain prices at 
the level fixed by the monopolies. Maintaining high price 
evels in the monopoly sectors of the economy during crisis 
eruptions is new in the cyclical development" of capitalism. 
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However, these changes only affect some of the forms of the 
cycle, not its mechanism. 

Genuine state capitalism. This term means that the enter¬ 
prises belong to the state and are run by it. The state partici¬ 
pates directly in investments. The process of accumulation is 
effected through state finances and taxation. Genuine state 
capitalism can influence the cycle more radically than indirect 
state intervention in the economy. The fact is that invest¬ 
ments, which mark the initial phase of a boom, become in the 
state sector the object of class struggle and are directly influ¬ 
enced by that struggle. The ruling circles in some capitalist 
countries, for example in Italy, are being forced to a greater 
or lesser extent to reckon with the political initiative of the 
working class. 

The proletariat has wrested some important concessions from 
the ruling classes, although the economic laws of capitalism 
convert every state action into a profitable undertaking for 
the capitalists. Capital which the state under public pressure 
invests in production can, in my opinion, lead to certain 
changes in the mechanism of the cycle. Of course, these 
investments must be a substantial proportion of the total and 
should play a major role in the country’s economy. I can 
cite the example of Italy, where state ownership of the means 
of production is a big factor in the economy. Investments in 
state-owned industry comprise a good part of the total and 
their amount is often determined by the class struggle. 

However, under all circumstances changes in the cyclical 
process do not affect the essential nature of crises. The func¬ 
tion of crises, as Marx taught, is the destruction of surplus 
commodities and capital. In our day this function not only 
remains but is intensified, manifesting itself both during crisis 
eruptions and in other phases of the cycle. But when the 
capitalist state operates as a sort of insurance company or 
shock-absorber modifying the effects of crisis eruptions for all 
capitalists, it is thereby only shifting the burden of the crises 
onto the shoulders of the working population. 

O. Reinhold : A careful analysis of the economic structure 
of the leading capitalist countries shows that state ownership 
is not the most important feature of state-monopoly capital- 
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ism. In Western Germany, for example, the nationalisation 
of some enterprises is accompanied by the denationalisation of 
others. The Volkswagenwerke, Preussag and other enter¬ 
prises are again privately-owned. I would say that the dis¬ 
tinguishing feature of state-monopoly capitalism is the redistri¬ 
bution through the state of the national income by means of 
which the monopolies seek to influence economic development. 
As for a general appraisal of the role of state-monopoly capital¬ 
ism in modern capitalist reproduction, I fully agree with 
Comrade Ostrovityanov on this score. It is indeed impossible 
correctly to appraise the operation of cyclical laws without 
taking into account the influence of state-monopoly capitalism. 

In the United States, one of the consequences of the influ- 

ence of state-monopoly capitalism on the cycle is the failure of 

the crisis to fulfil some of its objective functions, and this in 

the final analysis leads to an aggravation of the internal 

contradictions of capitalism. I should like to draw attention 

to other important effects of the influence of state-monopoly 
capitalism on the cycle. 


As a result of a number of state-monopoly measures, certain 
economic phenomena in Western Europe, which formerly 
occurred chiefly in periods of acute cyclical contradictions, have 
now become chronic. State-monopoly financing has engender- 
ed a feature typical for many capitalist countries, namely, 
chronic inflation Support given to monopoly export trade, 
as well as capital investment in some branches of industry 
(coal mining, for example), has brought about a crisis in the 
balance of payments and chronic crisis phenomena in coal 
production. A similar situation is observed in the steel and 

"de'jfr ‘l r V nited Stat “- Th - facts hidicate 

t at modern technical development has outgrown' the capi- 
duedon amCWOrk 3nd reqUireS a socialist organisation of pro- 


cribed^he f ? r C ° strovit y anov has correctly des- 

Umted States. I should like to make a few additions and 
mendments to what he has said. I shall begin with a con- 
crete example—housing. This will help to clarifv the general 
problems of postwar reproduction in the United States g There 
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is no doubt that the state has played a part in promoting 
residential building in the United States in the period 1954- 
1958. Among other things, housing was stimulated bv the 
reduction in the bank rate and in interest on mortgage loans. 
But these state measures were not decisive. The chief role 
here was played by objective factors such as the effective 
demand for new houses. At a later date and in different 
conditions the same state policy of lowering interest rates did 
not have the same effect. 

The general conditions of reproduction are undoubtedly 
deteriorating in the United States. But it would be incorrect 
to say that from now on every crisis in the United States will 
be more severe than its predecessor. I do not overestimate 
the accuracy of the Wojcinskis’ estimates, but they are extre¬ 
mely indicative. According to these estimates, losses in the 
gross national product in 1948-49 amounted to $46,000 
million, in 1953-54 to $35,000 million, and in 1957-58 to 
$36,000 million. There are, consequently, no grounds at 
present for assuming that the successive crises are becoming 
deeper or of longer duration. The worsening of the condi¬ 
tions of reproduction is expressed in the steady growth of 
unemployment and the undercapacity operation of plant, and 
also in the fact that each boom is feebler and briefer than the 


preceding one. There is a closer inner connection between 
these two groups of phenomena. The more destructive the 
crisis, the more room it leaves for the development of produc¬ 
tion in the new cycle. And, conversely, the weakness of the 
crisis eruption is one of the reasons retarding the growth of 

production in periods of boom. 

Professor Schmidt, speaking in Moscow, pointed out that, 
on the whole, wages had not been reduced during recent crisis 
periods. Does this mean that crises no longer have disastrous 
consequences for the workers? Certainly not. Wage stability 
induces the capitalists to search for ways of cutting down the 
number of workers employed. In the US coal industry, for 
instance, wages have been rising almost steadily. But the 
number of workers has dropped from 485,000 to 185,000. 
Thus, the sharper forms of slashing wages have been Replaced 
by the long drawn-out, chronic process of squeezing the 

workers out of industry. 


« 
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Will all the new features of the postwar crises remain in 
the future? I do not think so. The process of reproduction 
in the United States has taken place in the postwar period 
under the impact of a number of factors the effects of which 
have been gradually diminishing. Housing construction in 
3949, 1954 and 1958 acted as a counter-weight to the deepen¬ 
ing of the crisis. But I doubt whether it could play the same 
role today. 

The same can be said about renewal of basic capital. If we 
accept the principles of the spasmodic nature of renewal of 
basic capital in capitalist society there are no grounds for 
assuming that renewal will continue ad infinitum. The com¬ 
rades here have spoken about the growth of the non-produc¬ 
tion sphere. They have drawn attention to the fact that the 
decline in material production does not lead to an immediate 
reduction in the income of those engaged in the non-produc¬ 
tion sphere. I believe that this too cannot be regarded as a 
permanent shock-absorber for crisis eruptions. We must not 
forget that such a drastic expansion in the non-production 
sphere was possible only because it was preceded by a sub¬ 
stantial increase of material production. If production ceases 
to expand, or if it expands as slowly as it has in the United 
States during the past seven years, this is bound to result in 
a drop in employment in the non-production sphere. 

In conclusion I should like to say a few words about the 
state sector. No one can deny that capitalist production in 
modern conditions is in the highest degree social in character. 

I believe that production in the United States is no less socia¬ 
lised than in any other capitalist country. But the state 
sector is less developed in the United States than it is in 
Western Europe. The explanation lies in the different level 

ot the class struggle in Western Europe and in the United 
States. 


The class struggle is not a static factor. Neither for that 
matter is the state capitalist sector. This can best be illustrat¬ 
ed by the postwar experience of Britain and Western Germany, 
throughout almost the entire period since the war, invest¬ 
ment in the state sector in Britain has comprised half of al'l 
basic capital investments. But it would be wrong to assume 
that this proportion has remained permanent. A strong ten- 
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dency to restrict the state sector can be observed. The 
nationalised sector in Britain has shrunk considerably since 
1948. The steel industry and some road transport enterprises 
have been denationalised and attempts are now being made to 
return the coal industry and railways to private ownership. 
At the same time, a new fuel network, which will be in private 
hands, is being set up. A similar tendency can be observed 
also in Federal Germany, particularly in the automobile in¬ 
dustry. Hence it is clear that the stabilising role of invest¬ 
ment in the state sector will diminish. 

E. Pozzo: I should like to dwell on the influence of the 
militarisation of economy on the capitalist cycle. The mili¬ 
tary programmes of 1949 paved the way to an industrial boom 
in the United States. In 1953, when the Eisenhower 
Administration cut military expenditure, there was a slump 
in business activity and a crisis broke out. It looked very much 
as if the demand determined by military expenditure was the 
principal element in the development of the cycle. In 1957, 
however, despite increased military expenditure, the U.S. 
economy was hit by another crisis. Thus, at some point mili¬ 
tary expenditure became the principal element in tie growth 
of general demand, but not the determining factor in econo¬ 
mic development. With the switchover to new types of arms 
(missiles, atomic weapons) the role of military expenditure in 
developing industrial production diminished. 

S. Menshikov : I believe that is so. The effectiveness of 
militarisation as a means of influencing business activity is 
steadily declining. It is one thing to turn out tanks on a 
mass scale, but to produce missiles is quite another matter. 
Suppose, for example, that a number of war-industry firms 
began producing missiles instead of aircraft, with the volume 
of ° government orders remaining unchanged. The actual 
amount of work done by these firms would be bound to drop. 
The amount of raw material, especially metal, used for eveiy 
dollar spent on war production Would likewise decrease. In a 
word, in our time every dollar spent by the state on the pur¬ 
chase of armaments multiplies (pardon the Keynesian term) 
more slowly than formerly. At the same time, the effective¬ 
ness of civil expenditure increases both in absolute and relative 
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terms. This, I believe, considerably narrows the sphere of 
the actual influence extended by military expenditure on 
social reproduction. 

E. Pozzo: The comrades have noted the rapid pace of post¬ 
war economic development in Japan, Western Germany, and 
also in Italy. The reason for this, in my view, is that for a 
number of years these countries were less burdened by arma¬ 
ments expenditure than others. One result of the uneven¬ 
ness of the arms race in the capitalist world was the dollar 
crisis and the weakening of the economic positions of the 
United States. While the latter was spending colossal sums 
on military purposes, other countries were investing heavily 
in industry. In view of this, those in capitalist Europe who 
advocated militarising Federal Germany and including her in 
NATO hoped to undermine West German competition on the 
world markets. 

It should be emphasised that militarisation is the source 
of very grave contradictions not only between the govern¬ 
ments and the masses in the capitalist countries, but also 
between the imperialist countries themselves, particularly in 
the matter of distributing the burden of military expenditure. 
The question arises: can capitalism at the present stage of its 
general crisis be forced to abandon the po icy of militarising 
the economy? I believe that this question, if only partly, can 
be answered in the affirmative. Otherwise our fight for dis¬ 
armament would be futile. 

Some politicians in the capitalist world are beginning to 
realise that the outcome of the competition between the two 
systems will be decided chiefly in the economic and not in 
the military sphere. Harriman, for instance, during his tour of 
Europe repeatedly declared that the centre of the rivalry be¬ 
tween the socialist and capitalist systems was shifting more 

and more to the sphere of struggle for influence in the under¬ 
developed countries. 

In Western Europe and the United States the view is gaining 
ground that ‘aid’ to the economically backward countries 
should be extended on an entirely different basis than hitherto. 
Moreover, the involuntary nature of this reappraisal is frankly 
admitted. Now and again one even finds admissions that the 
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aid rendered by the socialist countries to the young national 
states is both effective and disinterested, and that these coun¬ 
tries aie themselves an example of how economic backwardness 
inherited from the past can be eliminated in an historically 
brief space of time. Hence some kind of joint imperialist pro¬ 
gramme of ‘aid’ to the underdeveloped countries, some new 
version of the Marshall Plan, is therefore not excluded. Clearly, 
the imperialists will use such a plan to undermine the revo¬ 
lutionary struggle of peoples breaking free from the colonial 
yoke. A tendency towards increasing monopoly investments 
in the underdeveloped countries can be observed. This could 
create new stimuli for the monopolies, to some extent per¬ 
forming the same role for them as militarisation. But in the 
final analysis neither militarisation nor extensive ‘aid’ pro¬ 
grammes, nor any other form of state intervention can abolish 
the cyclical nature of capitalist economic development. None 
of these can avert the inevitable crises of overproduction. At 
best they can help to modify the disastrous consequences of 
one or another crisis. But that is all. 

G. Maurischat : I agree with what has been said here 
concerning the influence of militarisation on the process of 
reproduction. I shall therefore dwell only on some aspects of 
this problem. 

Up till now Western Germany has profited from the cold 
war. The peculiar position of the FRG as the outpost of the 
struggle against the socialist states has ensured her the eco¬ 
nomic and political support of international imperialism. This 
has enabled Western Germany rapidly to revive her industrial 
might, expand her foreign trade, and fortify her political posi¬ 
tions. At the same time, the economic development of the 
FRG was facilitated by the fact that she joined in the arms 
race later than the other imperialist countries. Her experience 
in the past years clearly shows that capitalist economy can 
develop more successfully without making armaments. After 
1 957'58 Federal Germany sharply increased her arms produc¬ 
tion. True, she is still behind the other imperialist states as 
regards the share of military expenditure in the economy. 
According to my estimates, the United States spends iz per 
cent of the national income for military purposes; France, 10 
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per cent; Great Britain, 9 per cent, and Western Germany, 
5.4 per cent. The same cannot be said about the rate of growth 
of military appropriations. Military expenditure in Federal 
Germany has been growing of late at a far more rapid rate 
than industrial production. 

Moreover, the figure 5.4 per cent does not include the 
actual amount spent on arms and on the cold war. In 1961 
Bonn’s military appropriations exceeded 12,000 million marks. 
Actual military expenditure is estimated at between 25,000 
and 26,000 million marks. By importing arms from other 
countries, the West German militarists are economising on 
the construction of war-industry enterprises. Approximately 
one-third of the country’s armaments, chiefly such expensive 
types as missiles, tanks and airplanes, are imported. 

FFow does the arms race affect the economy of the Federal 

Republic? I believe that militarisation can stimulate economic 

development in two ways. First, when a war industry is being 

built up. In this case preparation for militarisation begins with 

establishing or re-equipping those branches of industry which, 

while not directly military, constitute the base of a future 

war industry. Between 1950 and 1957 priority was given in 

Western Germany to branches essential to the manufacture of 

armaments. At the same time, war production proper was 
negligible. 

Secondly, the arms race can also stimulate the capitalist 
economy when industry is not working to capacity. The West 
German imperialists exploited this possibility to combat the 
crisis phenomena that appeared in 1958. 

It seems to me that at present Bonn’s military production 
is still stimulating industrial growth. But its stimulating effect 
is temporary and transient, whereas the damage it causes to 
the national economy is immense. This is clearly illustrated 
by the example of those imperialist powers which have been 
engaged in the arms drive for more than ten years. In the 
United States net investment between 1950 and 1959 amounted 
to $365,000 million, while military expenditure amounted to 
$43°>ooo million. A similar ratio is to be observed in Britain. 
Both countries spend larger sums for military purposes than 
for expanded reproduction, a fact which cannot but limit 
accumulation in the national economy. It might be useful, by 
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way of experiment, not to take military production into 
account in analysing industrial growth in the United States 
and Britain. It is quite possible that in some civilian branches 
we would discover that a process of simple reproduction has 
taken place over a number of years. If the war production 
with its capacity to give a temporary fillip to economic life 
were to be placed on one side of the scales and the destruction 
of productive forces associated with it on the other side, the 
immense harm done to the economy by militarisation would 
be glaringly evident. 

E. Bert : While stressing the objective character of the 
development of state-monopoly capitalism, we should have a 
different approach in assessing its manifestations. State-mono¬ 
poly capitalism is bound to grow, of this there can be no 
doubt. But it would be wrong to conclude from this correct 
proposition that such a vital feature of it as militarisation 
will continue to develop. Bearing in mind the unfolding 
struggle for peaceful coexistence and for general and complete 
disarmament, we can foresee appreciable changes in this 
respect. 

For a number of years there was a tendency in the United 
States to stress the role of military expenditure as a priming 
factor in the economy. This illusion is shared also by many 
workers. However, recent developments have shown that 
neither the high rate of military expenditure nor increased 
military appropriations can save the country from economic 
crises. This new experience is bound to facilitate the struggle 
against the apologists for a war economy, and the fight for 
peaceful coexistence and disarmament. 

R. Bellamy : The alternative to the arms race is general and 
complete disarmament. But, I think, in the popularisation of 
this idea certain weaknesses and confusion in theory should 
be done away with. Natural scientists often say that the 
productive forces of capitalism used for war could be used 
for peacetime economy and for raising employment. This 
proposition is correct in principle but suffers from some 
primitivism. 

In order to get disarmament there will have to be a substan¬ 
tial change in the balance of class forces. But the class forces 
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which are strong enough to impose disarmament on the 
aggressive circles will hardly be able to achieve full 
employment. 

We know leaders of capitalist states and influential capital¬ 
ists who are in favour of peace. But it by no means follows 
that they stand for full employment. There should be absolute 
clarity on this question. The unemployment problem can be 
solved only under socialism. 

Nevertheless, disarmament can be achieved in the present 
conditions. Despite the fierce resistance of imperialist reaction 
economic cooperation between the socialist and the capitalist 
systems is paving its way and is influencing the course of 
the capitalist cycle. On the other hand, we know that the 
aggravation of economic difficulties in the capitalist countries 
and the appearance of an imminent crisis result in a sharpen¬ 
ing of international antagonisms and in pressure for increased 
military expenditure. But is it not possible for the progressive 
forces to put forward a constructive programme which provide 
certain profits for the capitalists but would none the less be 
for peaceful construction beneficial for the people? Such a 
programme, buttressed by the might and prestige of the socialist 
camp, would assist the mobilisation of the people in the 
capitalist countries in order to expose and isolate the aggressive 
forces of imperialism as a barrier to lasting peace. 

Y. Barel: We have discussed at length aspects of the 
influence exerted on the course of the cycle by state-monopoly 
capitalism. I shall speak about technological advance. The 
capitalist countries are undergoing rapid technological progress, 
which has contributed to the changes in the mechanism of 
capitalist reproduction. New industries are emerging, new 
consumer goods, new raw materials and types of fuel are 
appearing; factories are being mechanised and automated. The 
intensity with which basic capital has been renewed since the 
war differs substantially from that of the prewar period. In 

my opinion, these factors explain in part why the cyclical 
crisis have become less severe. 

I shall dwell on some consequences of this state of affairs. 
First, private and state investment is now less dependent on 
consumer demand. Today, consumer demand plays a smaller 
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role. That is why during economic upheavals investment is 
maintained rather easily. In other words, shifting the impact 
of the crisis from Department II to Department I has become 
more complicated. At present crises usually start in Depart¬ 
ment II as a result of glutting the market, whereas earlier 
they often began in Department I, though, of course, the 
onset of a crisis there is always bound up with concealed 
overproduction in Department II. Such, in my opinion, is 
the first main line of the effect of technological progress on 
the modern cycle. 

Nowadays a substantial part of the capital is earmarked for 
industrial plant, for organising labour processes for the raw 
materials and fuel industries and for research. Lorm-term in- 

c* 

vestment is made even today. At the same time in the leading 
capitalist countries an economic infrastructure has taken shape 
with the result that much of the investment brings quick 
profit. 

Competition between the monopolies for lower production 
costs accelerates the moral depreciation of machinery with 
selling prices remaining high. The rate of depreciation is now 
the fastest in the history of capitalism. Technological progress, 
while quickening the circulation of capital, somewhat retards 
the tendency for the average rate of profit to fall. Hence the 
fairly stable and high rate of profit, which makes it possible 
to carry out investment programmes even during crises. This 
can be observed, in particular, in France. Interestingly enough, 
the industries which have spurred on the general economic 
advance there came through the postwar difficulties rather 
easily, whereas in the past the key industries were the first 
to be hit by the crises. It was only during the 1958 crisis and 
in the subsequent period that some of them, i.e., the automobile 
and agricultural machinery industries, began to show signs of 
'slowing down’. 1 


1. Shortly after the conference, business activity in the capitalist countries 
declined. The ‘slowing down’ of production in a number of industries 
developed into a crisis, and the rate of economic growth fell. Crisis 
phenomena appeared in the automobile industry in Britain and France. 
In the United States automobile output did not reach the 1060 level. This 
confirms the correctness of the assessments of capitalist economic develop 
ment made during the exchange of views.— Ed. 
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A. Manukyan : Clearly the big changes in technology have 
called for more investment. Technological innovation lowers 
cost of production, stimulates the growth of profit, and hence 
new investment. It both intensifies and eases the inter-mono¬ 
poly rivalry. For by launching new lines of output one 
monopoly can easily make the goods manufactured by another 
morally obsolete. This, too, stimulates investment in new plant. 
At the same time the danger grows of piling up excess capacity 
and massive redundancy. 

J 

We should not forget, however, that the scientific and 
technological revolution fosters only a temporary expansion 
of capitalist production. At a certain stage much of what was 
a factor of growth becomes its antithesis. For instance, the 
expansion of the oil-refining industry, laying oil and gas pipe¬ 
lines, building oil-tankers and the industry producing chemicals 
from oil acted as a powerful boost to industrial production and 
investment. But they had an adverse effect on the coal industry 
and are a cause of a world crisis in raw materials. 

The building of a modern agricultural-machinery industry 
acted as a stimulus to industrial growth and investment in 
Britain, Federal Germany and France. But in France this 
industry is already showing signs of ‘slowing down’, as Barel 
put it, whereas in the USA the slowing down 
back in 1952. 

The automobile industry—an important branch of the 

modern economy—is still a factor of industrial growth in a 

number of countries. But in Britain there are apprehensions 

that the rapid growth of output will reach peak in 1965 and, 

thereafter, be followed by a slump. The West German press 

also writes about ‘fatigue’ in the automobile industry. Hence 

the stimulating effect of the technological progress is being 
weakened. 

E. Arab-Ogly : I should like to dwell on the role played 
by the modern media of information about the market out¬ 
look in the evolution of the cycle. Of course, the new media 
in themselves cannot influence the cycle to any sizable degree. 
They can only affect the consequences of the operation of 

objective factors on the cycle, of which the comrades have 
spoken. 

CC 7 


began way 
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In the past the capitalist learned about the state of the 
economy only through price fluctuation on the market. Since 
the war, however, new sources of information have appeared. 
First, as has been noted, the ‘guaranteed market’ represented 
by government orders, has expanded. It supplies the monopo¬ 
lies with more or less reliab e information about anticipated 
demand. Second, the econometric and other forecasts which 
reveal the interdependence of the different branches of the 
economy enable the corporations and the government to get 
information about the state of the economy long before the 
market prices begin to fluctuate. Of course, more reliable 
and early information cannot prevent the anarchy of produc¬ 
tion. But, to a certain extent, it makes it possible to take 
partial measures for a quicker use of the favourable economic 
situation. 

It is quite possible that the new information media can 
affect certain factors deforming the cycle in the following 
way: (1) its duration and that of its stages will be cut; (2) the 
decline in commodity production will be somewhat less; 
(3) the crisis will, increasingly, be manifested not so much 
in overproduction as in under-utilisation of capacity. Further¬ 
more, when the monopolies learn in advance about a possible 
slump they can take more effective measures to retain price 
levels for their goods. It may be that during crises prices will 
remain at the same level or even rise. 

In my view, the state of the economy, say in the United 
States, confirms most, if not all, of these conclusions. 

But the influence exerted by the new sources of infor¬ 
mation on the course of the cycle is not limited to this. The 
point is that the quicker circulation of information produces 
a sort of ‘bandwagon effect’. In the economy the anticipated 
upward curve in business activity produces the same effect. 
But to cr e t onto the upgoing economic bandwagon one should 
be sure & of a seat. This means that the capitalist must ensure 
in good time the production capacity that cou’d be used dur¬ 
ing an upswing. This explains why, as Comrade Barel has 
said, the big monopolies try to plan investment for ten years 

and even more. 

A. Rumyantsev: We have had an interesting discussion 
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?i?- - m ° no P 0 ly capitalism and technological progress and I 
think I will not be mistaken if, on behalf of all participants, 
I express our satisfaction with it. Now, to round off our 
work, our job is to assess from the theoretical standpoint: 

III. THE INFLUENCE EXERTED ON THE CAPITALIST CYCLE BY 
WORLD SOCIALISM, BY THE DISINTEGRATION OF THE 
COLONIAL SYSTEM AND BY THE CLASS STRUGGLE 

aiertd In f . ana k sin 8 tbe national economy in the 

in which there are several forms of the socio-economic struc 

exerts teTfluenc WayS TV^, ^ leadi "8’ SodaIist fo ™ 

forms. One cannot imagine the two world economic Wms 
loping g i n S1 each 7 Cff Wlthout influencing the pro cesses deve- 

and contrldicmr; ^ and is ^ complIcatfS 

With the rise and growth of the socialist system the sphere 

tatiorfThrinks^ Tn 7 ™" ^ ° f “P ita,i ™ »d of eJpS! 
ration shrinks. In this way the inner contradictions of rani- 

sm aie growing. At the same time the socialist svst^m^- 

t&z? r -aw t £ 

R. Bellamy: The machine-tool industry in Britain is parti 
culady vulnerable to economic crises, and it should be noted 
that m the thirties the impact of the crisis on it was sub¬ 
stantially diminished because of big Soviet orders. 

A. Sobolev: I shall cite another example relatina tn f-L 
present period. Extensive trade between the Soviet Un on 
and Finland exerts quite a considerable influence on the entire 
process of capitalist reproduction in that country and in fact 

can take, in addition, the example of Austria? wh"e tr3e 
with the socialist countries is also a vital economic factor. 



100 


CRISES AND THE CAPITALIST CYCLE 


Of course, in such countries as Federal Germany, Britain, 
France, Italy, Japan and particularly the USA, this impact 
is not so great, and in some cases it is even negligible. But 
in order to discern the general tendency we must see the 
processes in their development. I am convinced that with the 
growth of the economic might of the socialist world system 
this impact will be greater. But this is only one aspect of the 
question. 

The socialist system, I think, can also exert an influence 
on the prices fixed by the big international monopolies on 
the world market. Look what is happening with oil. The 
attempt made by the oil cartels to keep prices at a high level 
has failed. These processes are still in their embryo but they 
are bound to develop. I think that in future the economic 
effect of these phenomena will grow. 

A. Pesenti : Oil is a vital raw material and a source of fuel 
for Italy. Oil prices, therefore, are particularly important for 
the national economy. The purchase of oil on advantageous 
terms from the socialist countries makes inroads into the 
domination of American and British oil trusts in Italy and 
favours national economic development. 

A. Sobolev : In my opinion, the influence of the socialist 
system will lead to a cheapening of international credit. To 
substantiate this point I shall mention the evolution of 
imperialist ‘aid’ to the underdeveloped nations. This evolu¬ 
tion is the direct result of the disinterested and effective 
socialist aid to these nations. Furthermore, under the impact 
of the socialist world system, the capitalist governments will 
make greater efforts to regulate the economy. 

The existence of the socialist world system favours the 
struggle for the vital interests of the working people. The 
long° and short of it is that the socialist world system will 
exert a growing influence on capitalist reproduction by 
sharpening its contradictions and modifying the traditional 

form of their manifestation. 

O. Reinhold : Germany is of special interest from the 
standpoint of the problem under discussion, for it is a country 
in which socialism and capitalism are in close proximity. Only 
recently there was an open border between them. 
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The socialist world system and the progress made by the 
German Democratic Republic—the first worker-peasant state 
in Germany—have been of great significance for the struggle 
of the working people in the Federal Republic. Owing to the 
existence of the Democratic Republic, the West German 
workers have won certain gains in their struggle for better 
wages, better conditions and a better system of social insur¬ 
ance. The monopolies have had to make concessions without 
waiting for the working-class struggle to take on acute forms. 

Here is an example. Since 1957 the coal industry in 
Federal Germany has been in a state of chronic crisis. In 
1958 the Socialist Unity Party worked out a programme of 
aid to the West German miners. The GDR government 
offered to buy several million tons of coal from Federal Ger¬ 
many and, jointly with the Miners’ Union, proposed a num¬ 
ber of other measures. The Bonn government, however, did 
not allow the realisation of this programme in full. Only a 
million tons of coal were bought. But the Bonn government 
was compelled to do something for the miners. About 100 
million marks was allocated for the benefit of the unemployed 
miners and they were assisted in finding jobs in other indust¬ 
ries. In a word, the Bonn rulers were forced to do things they 
never would have done in other circumstances. Proximity 
with the Democratic Republic representing the socialist world 
system in Germany, also tells favourably on the position of 
West German intellectuals. West German scientists, for 
instance, are demanding that the government use for scientific 
research part of the military expenditure and provide the same 
conditions for scientific work as those which exist in the 
Democratic Republic. The struggle of the West German 
workers for better conditions prevents the monopolies from 
combining big investment with the arms drive. The initiative 
taken by the Soviet Union and the other socialist countries 
with a view to a peaceful settlement of the German question 
and other outstanding issues encourages the West German 
people to combat militarism. And no matter how hard the 
Bonn rulers may try, they cannot neutralise the power of 
attraction of socialism. 

S. Menshikov: I agree with Comrade Sobolev that given 
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certain conditions trade with the socialist countries may miti¬ 
gate or even forestall a crisis of overproduction in one or 
several capitalist countries, as, for instance, in Finland. But 
it would be wrong to make this point absolute and think that 
with the extension of East-West trade a period of crisis-free 
development could set in for capitalism. Even in Finland 
which relies on the stable Soviet market, we have observed 
signs of overproduction and crisis. For instance, in 1958 
there was an actual drop in production in this country despite 
the fact that it had big Soviet orders* 

In the course of a talk the British economist, Joan Robinson, 
Sai ^PP roxirnat ely the following: the extension of socialism 
and the shrinking of capitalism lead inevitably to a weakening 
of the economic contradictions of capitalism. The contradic¬ 
tions will become weaker because the sphere of capitalism is 
constantly narrowing. If in the past economic storms raged 
in the boundless ocean of capitalism, at present, with the 
ocean being surrounded on all sides by socialist land, the 
storms naturally become weaker. A storm in the ocean is 

always more violent than one in a lake and certainly more so 
than a storm in a teacup. 

The point, of course, is not in the geographic narrowing of 
the sphere of capitalism but in the real economic interaction 
of the two systems. If the economic contacts between them 
are broken there will hardly be any interaction. In any case 
its direct forms will be absent. But even broad economic 
contacts between the two systems, though they may have a 
certain stabilising effect on some branches of capitalist indus¬ 
try and on separate capitalist countries, cannot weaken the 
inner economic and political contradictions of capitalism. 
They merely modify their manifestation, as comrades have 
correctly pointed out. 

Take, for example, the underdeveloped countries. Trade 
between them and the socialist countries has a twofold conse¬ 
quence for the capitalist world. On the one hand, it is a 
challenge to the leading imperialist exporters of capital goods. 
From this point of view the socialist countries in no way help 
capitalism by their trade. On the other hand, the socialist 
system exerts a favourable effect on economic activity in the 
capitalist countries. It affects the price and credit policy of 
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the monopolies. As a result, monopoly prices on the world 
market are reduced and credit becomes cheaper. 

Through the distorted mirror of imperialist propaganda all 
this is presented as a deliberate attempt of the socialist coun¬ 
tries to influence capitalism economically, and is accompanied 
by cries about dumping, etc. There is no need to speak about 
this propaganda to this audience. It is clear that the people, 
and even many capitalist countries, can but benefit from 
eroding the positions of the international exploiters—monopo¬ 
lies. 

R. Bellamy : We have little time to go and I want to draw 
your attention to problems of the class struggle. I would like 
to illustrate their urgency on the example of Britain. We 
have Communists who are simply waiting for the next econo¬ 
mic crisis. I expect that many Marxists from capitalist 
countries have experienced this phenomenon. How to explain 
this attitude? I think, behind it lies a belief that we cannot 
have a socialist revolution without a major world economic 
crisis. The international communist movement has destroy¬ 
ed the view that we cannot have a socialist revolution without 
a political crisis caused by a world war. I think, we should 
also strongly combat the attitude of people who place special 
hopes in economic crises and who are waiting for an auto¬ 
matic collapse of capitalism. And, I think, if we do this we 
shall be able to conduct successful class struggle even in the 
period of boom. 

A. Pesenti : The Italian Communist Party has never looked 
for the outbreak of a crisis but has taken advantage of the 
contradictions particular to each phase of the capitalist cycle. 
It registered big success even in i960, a year of rapid growth 
of production and one hailed by the capitalists as ‘the Italian 
miracle’. And this is understandable. Capitalist develop¬ 
ment is full of disproportions and contradictions, both old 
and new, and it can never satisfy the broad sections of the 
people. We point to these contradictions, draw public atten¬ 
tion to them and offer our solutions, which meet the interests 
of the working people. 

E. Bert: I think it is more important to examine the 
internal contradictions of present capitalist development than 
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to engage in prophecy as to how the crisis is going to develop. 
For one thing, it is very difficult to be correct about prophecy 
and for another thing, our problem in the United States today 
is not so much to forecast the future, about which there are 
many guesses, but to explain scientifically what the present 
is and elaborate a proper programme of working-class action 
with due regard to the concrete situation in the country. 

I would say that the main task confronting the trade 
unions and the Communists in the United States is to attempt 
to get action on such immediate demands of the working 
people as the extension of unemployment compensation and 
additional aid to the distressed areas. The basic demand in 
the trade unions is to reduce the working week to 30 or 35 
hours, which would make it possible to reduce unemployment. 

E. Pozzo: The struggle of the Italian working class to 
limit the consequences of crises and use state intervention for 
economic development began many years ago—immediately 
after the war. The Communist Party was then represented 
in the government and this policy was logical. But we think 
that it was also correct after the Communists were elbowed 
out of office. Thanks to this policy the Communist Party 
ensured that the working class organically combines the strug¬ 
gle for the socialist revolution with the struggle to solve the 
burning economic issues. In the course of this struggle a 
dialectical connection between the democratic and socialist 
tasks was established. 

We have always said that the struggle against private 
monopolies chimes with the interests of society as a whole, 
we have insisted on far-reaching structural reforms and we 
have exerted pressure on the state-capitalist institutes to en¬ 
sure that they carry out anti-monopoly measures. What 
tangible results, if any, have we achieved? It would be 
wrong to give a general answer to this question. On the one 
hand, we "have to admit that the monopoly domination has 
grown as compared with the past years. The monopolies 
have outgrown the national bounds. On the other hand, the 
Communist Party, too, has grown stronger. Its political plat¬ 
form meets with the approval of growing numbers of people. 
Under mass pressure some state-capitalist organisations have 
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had to carry out measures contrary to the monopoly interests. 

Some government circles have adopted a peculiar attitude 
to state capitalism. The investment programmes of the two 
big state organisations—the Institute of Industrial Recon¬ 
struction and the National Association for the Production of 
Liquid Fuel—totalled % 1,000 million in 1961. Investment 
was made in basic industries: iron and steel, chemical, oil¬ 
refining and machine-building. Very often government mea¬ 
sures of this kind are fiercely resisted by the big monopoly 
groups. Why is this so? To all appearances not all the 
monopolies support the tactics of some of the top people in 
Italy who would like to use new forms of struggle against 
communism. Fanfani once declared that he wanted econo¬ 
mic development for the struggle against the Communist 
Party. This inevitably forced him to pursue, even partially, 
a policy contrary to the interests of some of the big monopo¬ 
lies. Of course, Fanfani wanted to safeguard the capitalist 
system. But regardless of the will of the government, the 
increasing state intervention in the economy engenders new 
contradictions, and this enables the Communists to display 
new initiative, launch a more vigorous attack on capitalism 
and make good headway. For instance, the Communist Party 
won a big electoral victory in i960 despite a more than 15 
per cent rise in industrial output and growth of employment 
and incomes of the working people that year. 

From what has been said I think that our attitude to crises 
is clear. Should crisis symptoms set in, the first thing to do 
is to discover the obstacles to economic advance. Then we 
should press for structural reforms which would help remove 
these obstacles and avert a full-blown crisis. I shall illustrate 
this idea by the following example. Until now the level of 
economic activity in Italy has been high. Yet, in recent 
months the danger of a partial crisis in shipbuilding has set 
in. But before the signs of this crisis appeared the trade 
unions demanded that the government draw up an emergency 
programme to enlarge the state-owned merchant fleet. As a 
result, we achieved a certain success. 

I want to stress in conclusion that the issues I have raised 
here are complicated. In pursuing our line we cannot expect 
the desired result immediately. But the economic and politi- 
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cal developments showed that there was no other way for 

us. We, naturally, would like Italy’s path of development 

to be more simple and easy. However, we have to reckon 

with reality and proceed from it in working out a programme 
of action. 

E. Ambartsumov : I also incline to the view that it would 
be dogmatic to regard an economic crisis as being always and 
under all circumstances advantageous to the revolutionary 
movement. It is not in the communist spirit to adopt a 
purely negative attitude to the economic processes taking 
place in capitalist society. Communists seek to influence 
these processes in the interests of the working people, and to 
suggest their own, democratic way of regulating these pro¬ 
cesses. The fact that postwar crises have not assumed such 
sharp forms as in 1929-33 is to a large extent due to the grow¬ 
ing strength of the working-class and communist movement. 

Working-class measures to combat crises should obviously 
be based on the principles laid down in the statement of the 
81 parties concerning the need to fight for democracy and for 
nationalisation of the key branches of the economy in the 
capitalist countries. The conclusions of the Rome meeting of 
the Communist parties of the European capitalist countries 
about establishing democratic control over investments in 
industry and agriculture should no doubt also be taken into 
account. 

The question arises: how should the working class react 
to the anti-crisis measures of the bourgeoisie? These mea¬ 
sures are carried out in the interests of the monopolies and, 
basically, are spearheaded against the working people. We 
know, for example, that militarising the economy is a 
favourite method of the monopoly bourgeoisie for combating 
crises; but the ‘remedy’ is fraught with the terrible danger 
of a war of annihilation. It goes without saying that the 
working class niust wage a stubborn struggle against such 
methods. 

But the bourgeoisie combats crises also by means of un¬ 
employment relief and by public works. It seems to me that 
these measures should be classed as non-voluntary and com¬ 
pulsory, undertaken by the bourgeoisie under pressure from 
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the working class. That pressure may be both direct and 
indirect. The bourgeoisie itself often carries out one or 
another anti-crisis measure in order to forestall working-class 
action. For example, the bourgeoisie has had to take certain 
steps to curb mass unemployment. After all, every addi¬ 
tional unemployed worker is one more grain of explosive in 
the powder barrel of the capitalist system. Alvin H. Hansen, 
for example, in his book Business Cycles and National Income, 
considers that the purpose of anti-crisis measures should be to 
maintain a high level of employment, since, as he puts it, 'as 
the labour movement grows stronger it will not and cannot 
tolerate any unavoidable unemployment'. The working class 
can make use of such measures 'in its own interests, while 
criticising the methods by which they are carried out. 

Y. Barel . To my mind no capitalist country has a con¬ 
sciously planned anti-crisis policy. There exist only empirical 
methods which are resorted to when the crisis is already upon 
us. True, these methods do play a certain role, but their 
effectiveness is limited. It is not in the power of a capitalist 

state to abolish crises. For this, capitalism itself must be 
abolished. 

The inevitability of crises under capitalism should not breed 

a fatalistic attitude toward them. We must strive to soften 

the effect of the crisis eruptions and their consequences for 

the working people. It is for the working class to demon¬ 
strate a genuine anti-crisis policy. 

A. Rumyantsev : We have come to the end of our list of 
speakers. Evidently we are ready to wind up our round¬ 
table discussion. But before we do so, allow me to say a few 
words. My remarks will not be a summing up in the ordi¬ 
nary sense of the word. As you know, our journal does not 
believe in summaries that might in any way be considered 
binding on the participants. I shall only try to review our 

deliberations in a general way, ascertain the results, and note 
the points requiring further study. 

First I would like to say that the speeches contained much 
valuable data and many interesting ideas. Our exchange has 
shown that we all hold the same views on the basic problems 
connected with the contemporary capitalist cycle. We all 
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agree that the Marxist definitions of the causes and character 
of the capitalist economic cycles and crises remain valid. As 
all the speakers have unanimously noted, cyclic development 
of production with inevitable interruptions by periodic crises 
is characteristic also of the postwar economy of the capitalist 
countries. At the same time, all speakers stressed that the 

t j y are not replicas of past cycles; they 

pointed out that the forms of cyclical development ,Jiave 
changed, and discussed its essential features. 

In the course of our discussion an agreed evaluation was 
worked out of the causes of the changes in capitalist reproduc¬ 
tion. In short, it was pointed out that underlying these 
changes is the general crisis of capitalism and the aggravation 
of this crisis at its present stage. The features of this crisis, 
the main forms in which it is manifested—the rise and growth 
of world socialism, the disintegration of the colonial system, 
and the unprecedented scope of the working-class movement 
and class struggle—are also basic causes of the changes that 
have taken place in the capitalist economic cycle. Today not 
a single aspect of capitalist reproduction is governed solely by 
the internal laws of capitalism. The fact of the existence, 
side by side with the capitalist states, of a system of socialist 
countries where there are neither unemployment nor crises, 
has had a powerful impact on capitalist reproduction. If 
forces the capitalist governments and the monopolies to make 
certain concessions to the working class, to yield to the pres¬ 
sure of the working people and take some steps to curb un¬ 
employment. In countries with an advanced working-class 
movement, fear of an eruption of working-class discontent 
compels the bourgeoisie to exercise caution in cutting wages. 

The break-up of the colonial system and the emergence of 
new independent states deprives the metropolitan monopolies 
of the free hand they had before. The markets of these states 
are no longer the private preserve of the monopolies. On the 
other hand, independent development in the young national 
states expands their internal markets. Some of the former 
colonies become major buyers of industrial plant. None of 
these processes have asserted themselves spontaneously. They 
are the inevitable result of the general crisis of capitalism, of 
the strengthening of the socialist world system. 
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We have agreed that economic cycles have been modified 
also by the changes that have taken place in the productive 
forces and production relations of modern capitalism. The 
comrades have drawn attention to the further concentration 
of industry and capital, the high degree of development of 
state-monopoly capitalism, the militarisation of the economy, 
the increasing operation of capitalist enterprises to fill definite 
orders rather than for an indefinite market. The gearing of 
industry to the requirements of a definite buyer is indeed a 
widespread modification of capitalist production relations in 
the epoch of imperialism and the general crisis of capitalism. 
Besides the state market, state property and state investments 
also have a far-reaching effect on the cycle. 

The speakers have stressed the effect' of scientific and tech- 
nological progress on capitalist reproduction. Extensive renew- 
al of basic capital, the rapid growth of automation, the 
establishment of new branches of industry and the appear¬ 
ance of new materials and power sources are all connected 
with the advance of science and technology. At the same 
time it was correctly pointed out that technological progress, 

and especially automation, aggravates the contradictions of 
capitalism. 


Our discussion also brought out a few different shades of 
opinion. First of all I should like to dwell on some loose 
interpretations of the concept ‘state capitalism’. In our times 
there are three types of state-capitalist relations: state-mono¬ 
poly capitalism in the imperialist countries, state capitalism in 
the underdeveloped countries, and the state-capitalist form of 
economic structure in the period of transition from capitalism 
to socialism. The differences are not terminological, but 
fundamental, differences of principle . 

The essence of state-monopoly capitalism is the fusion of the 
power of the monopolies and the state, the subordination of 
the state machine to monopoly capital. The monopolies and 
the imperialist state have one aim—to perpetuate the system 
of exploitation and oppression, suppress the working-class and 
democratic movement, and combat socialism. Certain disagree¬ 
ments may, of course, rise between one or another private 
monopoly and the capitalist state, but these are not differences 
between heterogeneous socio-economic forces; they are contra- 
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dictions within the monopoly bourgeoisie—between the class 
of monopolists as a whole and its individual members, the 
owners of private corporations who do not agree with one or 
another aspect of the general class policy of the monopoly 
capitalists. Needless to say, the working class can take advan- 
tage of these contradictions in fighting for its economic and 
political aims. But it is also clear that the main internal con- 
tiadiction of modern capitalism from which the working class 
proceeds in formulating its policy is the contradiction between 
monopoly capital and the capitalist state subordinated to it, on 
the one hand, and the broad masses, on the other. The mono¬ 
polies are the enemy not only of the working class, but also 
of the peasantry, handicraftsmen, and the small and even 
middle capitalists. This makes it possible to channel all the 
democratic movements seeking to overthrow the yoke of the 

finance oligarchy into the mainstream of the anti-monopoly 
struggle. 

Stale capitalism in the underdeveloped countries rests on a 

different economic and social foundation. It stems from the 

need to win political and economic independence and is aimed 

against imperialism. Therefore on the whole it is a progressive 
development. 

One need hardly say that the state-capitalist form of eco¬ 
nomic structure in the transition from capitalism to socialism 
is an entirely different matter. It is an instrument used by 
the proletarian state gradually to abolish the exploiting classes 
and to build socialism. 

In view of these considerations, I do not think it would be 
quite correct to apply the term ‘state capitalism’ to the political 
and economic relationships prevailing in the countries domi¬ 
nated by monopoly capital. To do so might cause some of our 
readers to confuse socio-economic systems that have nothing in 
common with one another. 

Nor can I fully agree with those speakers and authors of 
articles who draw too sharp a line between state property and 
the other forms of intervention by the capitalist state in eco¬ 
nomic life. State property, the state market, government con¬ 
trol and regulation are all links in one chain, cogs in one 
machine—state-monopoly capitalism. True, some state-owned 
enterprises and even branches of industry appeared already 
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during feudalism. Today, however, state enterprises (regardless 
of whether they were established under pressure from the 
working people or on the initiative of the bourgeoisie) in all 
the developed capitalist countries have been incorporated into 
the overall system of state-monopoly capitalism. State property, 
just as government orders, budgets and taxes, serves extended 
reproduction in the monopolised sectors of the economy; it is 

an instrument for rechannelling value and surplus value to 
the monopolies. 

Does this imply that the development of state property 

under capitalism is no concern of the working class? Certainly 

not. It would be harmful for the working-class movement 

to take such a stand. State ownership marks the highest stage 

in capitalist socialisation, and at the same time it is the most 

antagonistic and contradictory form of this socialisation. While 

strengthening the positions of private capital, state industry 

undermines the piinciple of the sanctity of private property, 

objectively showing that private monopolies are unnecessary to 

modern pioduction, and creates the material prerequisites of 

socialism. Lenin, it will be remembered, emphasised that state- 

monopoly capitalism fully prepares the material groundwork 
for socialism. 

State-owned enterprises, even though they are dominated by 

the monopolies, are a potential threat to the latter, a dangerous 

precedent which the working people may draw on in their 

fight against private capital. In some developed capitalist 

countries the economic and social prerequisites have already 

matured for a mass movement for democratic nationalisation, 

which would correspond to the interests of broad sections of 

the people and undermine the positions of the monopolies, and 

for public control of state industry. This movement is an 

integral part of the struggle of the working class against the 

political and economic domination of the monopolies and for 

regeneration of democracy. Success in this struggle, provided 

the working masses exert constant revolutionary pressure on 

the government, could indeed make the state enterprises an 
anfi-monopolv factor. 

Considerable controversy developed around the concept of 
the deformation of the cycle. In our opinion it is perfectly 
correct to speak of deformation since the economic cycle is 
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'affected not only by constant but also by transient factors. 
Moreover, the term contrasts modern cyclical development 
with the past and puts the accent on the fact that what is 
in question is the economic cycle in the epoch of declining, 
moribund capitalism. The crux of the matter, however, is not 
the particular term, but the identity of our views on the 
nature and causes of the changes in the capitalist cycle. Life 
is always richer and fuller than definitions. But this does not 
mean that we should renounce them; on the contrary, it is 
imperative to enrich and deepen the meaning of concepts. The 
point is not to lose a sense of proportion. In this connection I 
should like to recall the following incident from the historv of 
Marxist thought. Engels was greatly interested also in questions 
of biology. Basing himself, naturally, on the accepted biological 
definitions, he concluded that no mammal could be oviparous. 
But then a few years later he came across the duckbill, which 
turned out to be an oviparous mammal. We, too, should not 
allow ourselves to be overawed by established definitions if 
life provides us with new data that does not fit into the frame¬ 
work of accustomed concepts. 

In the course of our discussion a number of theoretical 
problems were brought out which require further study. Above 
all these are problems pertaining to the dynamics of the 
economic influence which world socialism, the disintegration 
of the colonial system, and the working-class movement in 
the capitalist countries exert on the cvcle, as well as problems 
concerning the degree of effectiveness of state-monopoly anti- 
crisis measures, working-class anti-crisis programmes, the pros¬ 
pects of capitalist reproduction in the event of disarmament, 
and the objective economic basis of political processes. It should 
be stressed that our discussion has helped us to chart the 
general course toward full clarity on these problems. Conse¬ 
quently, what is needed now is persistent, concrete investigation 
of these problems rather than discussion of how to formulate 
them. Take, for instance, the first of these questions. There 
can be no two opinions among us Marxists as regards the 
impact of the socialist world system on the course of capitalist 
reproduction. This impact, however, is expressed in the most 
complex ways. We should not limit our investigations only to 
the direct economic influence exerted by socialism on the 
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capitalist cycle. The facts which several comrades cited here 
concerning the direct economic effect of the socialist system 

o - 

on the capitalist economy are exceedingly interesting, but for 
all that they are only an illustration of how things are going. 
The Soviet Union’s economic plans indeed make a profound 
impression on the capitalist world, and even on capitalists. 
But it is not simply a matter of individual entrepreneurs or 
corporations in the USA being impelled to increase the out¬ 
put of steel or shoes by fear of the none-too-distant prospect of 
the USSR surpassing the US production of these commo¬ 
dities. 

We must pay attention to the more fundamental processes, 
namely, questions connected with the transformation of the 
political influence of socialism into economic factors affecting 
capitalist reproduction. And this has a bearing on another key 
problem—the relationship between economics and politics in 
the present epoch. It is common knowledge that economic pro¬ 
cesses are the objective basis of political developments. Politics 
is both a concentrated expression of economics and an essen¬ 
tial instrument for the realisation of the objective dictates of 
economic development. In our time the concentration in politics 
of the objective requirements of economic development has in¬ 
creased greatly. Hence to disregard political factors in analys¬ 
ing the interaction of the economies of the two systems would 
be tantamount to a surrender to the vulgar, mechanical concept 
that economic laws directly influence one another. In our days 
the masses are coming to realise more and more that their 
present and their future depend directly on politics, on who 
wields governmental power. Even in the most remote corners 
of the world people are increasingly awakening to the fact 
that to solve the pressing and fundamental economic problems 
they must eventuallv take over political power. This awakening 
is one of the basic results of the influence exerted by the 
socialist world system on capitalist societv, including the pro¬ 
cesses of capitalist reproduction. 

I should like to mention also the significance of working- 
class economic programmes aimed at mitigating the conse¬ 
quences of crises, at curbing some of the aspects of cyclical 
development which have the most ruinous effect on the condi¬ 
tion of the working people. The imperialist ideologues vilifv 
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the Communists, saying that they welcome crises of overpro¬ 
duction and the impoverishment of the working people. In 
reality the Communists are the most consistent and dedicated 
champions of measures to lighten the burden laid by crises 
on the working masses. But at the same time they tell the 
people the truth—that crises are inevitable under capitalism. 

At present it is one of the prime concerns of a number of 
Communist parties to elaborate working-class economic pro¬ 
grammes that would effectively attenuate the consequences of 
crises for the working people. The Communists counterpose 
such programmes to state-monopoly anti-crisis regulation, 
which benefits only the monopolies. Marxist economists can 
and should render substantial assistance to the Communist and 
Workers’ parties in this respect. 

Thus, looking back over our discussion, we see there are 
problems which require further research. By fully clarifying 
these complex and difficult problems of the modern economic 
cycle, we shall be doing our duty as Marxists, who never cling 
to outdated positions but forge ahead, generalising the new 
developments in economics and politics. 































